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Lighter-than-air Ship Role in Postwar Transportation 
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from the largest to the smalle 
THE EARLIEST—Niagara Falls Power Company, 1895. 
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Because you get maximum sulphur removal per TREE TRIMMING 


pound of oxide. Lavino Activated Oxide is 
made especially for maximum — ae FOR 
capacity, maximum trace removal and shoc 

resistance. Comparing cost, performance and LINE CLEARANCE 
savings, we believe Lavino Activated Oxide has 
no close rival. 
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Always use dependable Davey Service 
For more information about its remarkable 


record, just write a note on your letterhead to 


E. J. LAVINO AND COMPANY 
1528 Walnut St., Philadelphia 2, Pa. DAVEY TREE SERVICE 


DAVEY TREE EXPERT CO. KENT, OHIO 























Public Utilities Fortnightly 


bk 
On Guard Against Wasted Gas 
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tified by A. G. A. 
sting Laboratory. 
es Vi," up. Descrip- 
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le for your trade. 
ite for Catalog 
Prices on Barber 
version and Ap- 
mce Burners, and 
gulators. 


NE of the simplest and most positive gas pressure control 

devices on the market is a Barber Pressure Regulator. 
Many thousands of these regulators have given long and fault- 
less service. Materials and workmanship on bodies, working 
parts, springs, and diaphragms are the finest obtainable. Exact 
reaction to minor pressure variations means constant fuel 
economy and better performance from any gas appliance. 


Today saving of gas is a vital concern everywhere. A depend- 
able pressure regulator is always on guard against waste. On 
appliances you sell, make, sponsor or service—you can safely 
recommend Barber Regulators with absolute confidence in 
their reliability. 


E BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER onccn: 


REGULATORS 


ber Burners For Warm Air Furnaces, Steam and Hot Water Boilers and Gas Appliances 
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TO CUT 
6 


ON 1” TO 2” sin \ 
ore quickly S} 


ind easily. i 


semi-automatic 


fap, RIEAID 
; No. 65R 


© It’s ready in a jiffy to cut perfect 
threads on 1”, 144”, 11%” or 2” pipe 


—1 set of dies does it, and they stay 
og in the threader, can’t get lost. You set 
the 65R to pipe size in 10 seconds. 


You set the mistake-proof work- 
holder instantly without bushings. You 
cut threads rapidly, without effort. 
You save time and work with this 
rugged steel-and-malleable precision 
tool—it’s one you'll enjoy owning and 
using. Demand is ahead of supply just 


now—but keep asking your Supply 
Workholder sets to pipe Dies set to pipe size in 
size instantly, 10 seconds. House. 








* WORK-SAVER PIPE TOOLS * 


THE RIDGE TOOL COMPANY - ELYRIA, OHIO, U.S.A. 
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GB hrwe the heading of looking for the silver 
lining, we took special notice of an inter- 
esting thought recently expressed in a letter 
to a Baltimore newspaper following the pub- 
lication of pictures showing the almost mirac- 
ulous escape of the magnificent Cathedral of 
Cologne from destruction (while the sur- 
rounding terrain was reduced to a ruin of 
smoking rubble). This writer expressed the 
hope that whoever takes over the rebuilding 
of Cologne will use the opportunity, provided 
by the destruction of the area surrounding the 
Cathedral, to give it the landscape it so richly 
deserves. 


EvurRopEAN travelers in prewar Germany have 
invariably deplored the marring effect of the 
cheap, run-down stores, hotels, railway sta- 
tion, and noisy streets which crowded nearly 
up the steps of the great medieval shrine, al- 
most completely spoiling the beauty of its ex- 
terior. This in marked contrast to the care- 
fully planned grassy terraces and plazas which 
set off Canterbury, Notre Dame, and other 
European edifices. 


APPLYING this idea to our own field of public 
service, the thought occurred to us that there 
might also be an opportunity in the reclama- 
tion of central London, Coventry, Rouen, and 
so many other European cities to do a better 
planning job for restoring and maintaining 
postwar utility services, particularly transpor- 
tation. For example, now that the narrow 
serpentine streets in the area of Pater Noster 
Row of London have been bombed out, we 
wonder if the city fathers are taking appro- 
priate steps to see that the transportation 
handicaps of the former thoroughfares, how- 
ever picturesque and hallowed in historic 
memory, are not reproduced anew. 


>. 


| is looking a good deal ahead and perhaps 
speaking a little too early. But it would seem 
that if smart city planning were carried out 
in rebuilding European cities, many of us now 
alive may eventually still live to visit better 
and more beautiful modernized cities abroad, 
with wide, direct streets, capable of carrying 
the most efficient and ‘comfortable type of 
public transportation service. Other types of 
utility installations as well may profit by the 
reconstruction of entire central sections of Eu- 
ropean cities, making it possible to start almost 
from scratch with a complete up-to-date lay- 
out for gas and water mains, power and tele- 
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JAMES H, COLLINS 


Efficient mass production has reached the na 
tion’s gas mains. 


(SEE PacE 472) 


phone conduits, and so forth. Modern Chicago 
started from the great fire. 


IN a way, it is too bad we cannot have a little 
of that opportunity for modernization in 
this country without, of course, the suffering 
and devastation that had to bring it about in 
Europe. When we hear comment to the ef- 
fect that four out of five houses in America 
either already have obsolete wiring or do not 
have adequate facilities to carry anticipated 
postwar load of utility service consumption, 
it is apparent that some good use might be 
made of such opportunity. 


Bu Europe is not going to get all the bene- 
fits of postwar modernization, even though 
it has to pay the price of wartime devastation. 
Many are the improvements in postwar utility 
service which will come about largely as the 
result of war-born experiments and develop- 
ments. For example, the opening article in this 
issue by Hersert Corey, Washington corre- 
spondent and business writer, deals with war 
communications in combat areas. But just the 
other day the U. S. Army Air Force, at Fort 
Dix, New Jersey, showed the latest develop 
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5% efficiency at Venice 


At the Venice Station of Union Electric 
Co. of Ill. 2-440,000 Ibs./hr. Riley Steam 
Generating Units are operating at an 
efficiency of 88.5% though guaranteed 
efficiency was only 86.4%. Here again, as 
in so many other cases, actual performance 
of Riley Units exceeds guarantees. 


TEST DATA 


Venice Station 


Steam Pressure, Drum OR 898 Ibs. 
Steam Pressure, Super Outlet 845 Ibs. 
Steam Temperature .... 916° F. 
Draft—Air Heater Exit .. ye ow 
Air Pressure—Air Heater Inlet 7.6” 
Steam Flow cuce > «  STS,870 tbs. /he. 
Weight of Coal. .. 43,890 Ibs./hr. 
Coal—Southern Ill. . . 10,556 B.t.u. 
Heat Balance 


LOSSES— 

Moisturein Fuel . . . . 1.0% 
Hydrogenin Fuel. . . . 3.8% 
Moisturein Air . .. . 0.1% 
Dry Chimney Gas Ee gat 4.2% 


Combustible in Ash and 
Radiation Loss . .. . 2.4% 


NE eS SES ee 88.5% 
100.0% 


LEY 2" 


KER CORPORATION, WORCESTER, MASS. STEEL-CLAD INSULATED SETTINGS - FLUE GAS SCRUBBERS 
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8 PAGES WITH THE EDITORS (Continued) 


ment in laying field telephone lines in combat 
zones by airplane. 


ALTHOUGH this technique, mentioned before 
in these pages, resulted from the demand 
of the Allied forces in the China-India-Burma 
area for establishing telephone contacts within 
brief periods over impossible terrain for pole 
lines, who can tell what the civilian applica- 
tion of such technique will produce? A lady 
reporter, Betty Graham, writing in the New 
York Herald Tribune of March 22nd, de- 
scribed the technique as follows: 


“The starting end of the wire is attached 
to a small red parachute, weighted with 
twenty pounds of chain. As soon as it hits 
the ground, communications men attach a 
field telephone to it and can talk to the plane 
crew, guiding their work until the last of 
the wire is dropped. The plane flies at low 
altitudes, usually 100 feet, at the beginning 
and end of the run to assure accuracy, but 
altitude is otherwise no factor in the 
process. 


“Tn describing the method, military officials 
emphasized that it was designed for emer- 
gency use and that, as in the case of ordi- 
nary field telephone installations, the line 
would deteriorate within a few weeks or 
months, depending upon weather conditions. 
When an area is militarily stabilized, Signal 
Corps personnel must move up to install 
permanent equipment.” 


ALTHOUGH, as Miss Graham points out, such 
air-borne line would deteriorate for normal 
communications service if left where it fell, 
any telephone man can visualize dozens of sit- 
uations where this procedure could be used to 
advantage in normal field operations. Crossing 


HERBERT COREY 


One of the hellish things about’ modern war is 
getting enough outside news connections. 


(SEE Pace 465) 
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T. N. SANDIFER 


Will postwar public power be all dressed 1 
with no place to go? 


(SEE PAGE 479) 


deep-gorge or mountainous country, of whic 
the Grand Canyon perhaps is a classic sample 
establishment of temporary communicatio’ 
lines, and so forth, are exampies which readil 
ccme to mind. 


SPEAKING of the role of aircraft in futur 
public service operations, we don’t hear sq 
much these days about heavier-than-air craft 
Although the airship has had only a reiativel) 
modest role in this war, being used chiefly fo 
antiaircraft (blimp) protection and antisub 
marine patrol duty, it must not be assumed 
that the airship can be ruled out of furthe 
considerations in war or peace. The article be 
ginning page 487 by Rosert M. Hyatt, Holly- 
wood, California, writer, discusses these pos 
sibilities. 

we 


Y coincidence, another Hollywood, Cali- 
fornia, writer is the author of the article 
on building gas mains on the assembly line, 
which begins on page 472 of this issue. He is 
the veteran author and business editor, JAMES 
H. Cottins. 
Vs 


N. SANDIFER, whose discussion of public 

¢ power complications begins on page 479, 

is a well-known newspaper and industrial mag- 

azine contributor, who has been operating for 
some years in Washington, D. C. 


THE next number of this magazine will be 
out April 26th. 


> Gclstines 
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broke down the barriers 
to “women in business” 


the gravest masculine doubts and a 
al lifting of eyebrows, the business 
sof the late 1870's were first opened 


ung ladies. 


ssity dictated this radical innovation. 
businessmen were buying a strange 
e, a “type-writer”, newly put on the 
et by E. Remington & Sons. This ma- 
p so speeded the exchange of letters 
reports that soon there were not suf- 
t men available to cope with the 


ity it created. 


typewriter was the tool with which 
en first pried open the doors of bus- 
s. They used it well: it helped them 
indispensable in offices. . 


ay millions of women type on Reming- 
. A lucky few hundred thousand — in 
Armed Forces, war plants, essential 
astries — type on the Model Seventeen, 
machine which has performed so bril- 
tly in this war. 

e Remingtons have been bought than 
other make... and that’s your surest 
rantee that Remington Rand’s “type- 
ter of tomorrow”, with a new and 
bother touch, a new and swifter action 


ell worth waiting for! 


=e 
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One 300,000 Ib. per hour Foster Wheeler Boiler at 
an Eastern’ Central Station, operating at 1350 psi. - 
at 960°.F. Soot Blowers operate from the saturated 

‘drum ‘at 1350 tb. through an automatic presiure > 
control supply valve which varies the pressure up to ~ 

_ full boiler pressure as desired. Soot blower heads . 
are’ power driven VULcomatic Model E-1 {page 7). 
controlled from remote panel. Unit No, 1 is duplex { 
full eutometic retractable element effectively clean-_ 

_ cing not only the slag screen and superheater but the 
side: walls and roof, The Soot Blower. biowing pres- 

- gure may be controlled from the panel. ° 


ie 


Control Panel 





e new VULCAN catalog fully describing VULCAN equipment appears in the 
144 Sweets, and a copy is available on your request. 


ULCAN SOOT BLOWER CORPORATION, DU BOIS, PENNA. 
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“There never was in the world two opinions alike.” 


—MONTAIGNE 





“The flow of real venture capital has slowed down t 
a trickle. What we need’is a real stream.” 


> 


“The bureaucrat is neither wiser nor better than yo 
or I doing the same job for ourselves. He is merely mo: 
irresponsible. His mistakes are ‘on the house.’ ” 


os 


“The only thing that government management can d 
which private management cannot do is to keep producing 
without customers and at the expense of the taxpayers.” 


¥ 


“There is more security for workingmen in industrie 
and businesses not yet born than in all the planning of the 
whole government. New business ventures are the greatest 
hope for security in future employment.” 


¥ 


“New productive capacity added during the war will 
not be our main problem. Instead, we will have the prob 
lem of meeting the great backlog of consumer demand 
which has grown up during these last few years.” 


¥ 


“Many sources of friction between nations and between 
individuals of different nations have been the work of 
politicians, not businessmen, since businessmen are traders 
and trade thrives on stability and mutual confidence.” 


¥ 


“Subordination of state and local government to Wash- 
ington would lead to an unrepresentative national parlia- 
ment and a revival of the age-old struggle between the 
monarch and the parliament, under appropriately differ- 
ent names.” 


> 


“Unity does not require universal and peremptory 
agreement about everything. ... The unity I discuss is 
the over-all tie which must continue to bind the United 
Nations together in respect to paramount fundamentals. 
We had it once in the original spirit of the Atlantic Char- 
ter, and we must get it back again before it is too late.” 


12 
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ING STILL MORE 
HS MACHINES”. 


ERE GETT 


Slow Ww 
i; R BURROUG 


Businessmen, coping with changing accounting con- 
ditions and an increasing volume of work, are finding 
the flexibility of Burroughs machines an extremely im- 
portant advantage. And Burroughs systems and installa- 
tions men are giving them important help with their 
problems, thanks to the farsighted policies of the Bur- 
roughs organization. 


These Burroughs men have had years of intensive train- 
ing in machine accounting, and broad, diversified 
experience with all types of business enterprise. They 
have been working continuously with officers in the 
armed services, government officials and business exec- 
utives—helping them make the fullest use of the equip- 
ment they now have . . . helping them adapt their 
machines to changing conditions. 


Burroughs service men continue to provide the highest type of 
mechanical service—dependable in war just as before—to help 
keep Burroughs machines throughout the nation at top operat- 
ing performance. The reference files of up-to-date machine 
accounting information maintained in all Burroughs offices are 
another service playing an important part in helping users get 
IN MACHINES fullest use from their present Burroughs machines. For help in 
IN COUNSEL meeting your problems, call your local Burroughs office, or write 
IN SERVICE Burroughs Adding Machine Company, Detroit 32, Michigan. 


ING, ACCOUNTING AND STATISTICAL MACHINES * NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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14 REMARKABLE REMARKS—( Continued) 


CHESTER BOWLES 
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ministration, 


Excerpt from report of New York 
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Haroip L, Ickes 
Secretary of the Interior. 


James E. Murray 
U.S. Senator from Montana. 


ARTHUR A, BALLANTINE 
Former Under Secretary of the 
Treasury. 


CrypE M. REED 
U.S. Senator from Kansas. 


Jesst H. Jones 
Former Secretary of Commerce. 
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“While Federal underwriting of total investment is nof 
the only measure required to convert our economy to fu 
peacetime activity, it is an essential element in a postwa 
program for full employment.” 


> 


“Jobs are not homogeneous, like grains of sand. They 
are almost infinite in variety, calling for widely differing 
skills and education. A drop in employment in one cate- 
gory cannot be immediately offset by an increase in some 
other.” 


a 


“We all realize that the seeds of inflation have been 
sown, but it makes no sense to suggest that restrictions 
be applied to those segments of our economy which merely 
register the apprehensions of our people. We must go to 
the root causes.” 


¥ 


“T hope that this country, which would most likely fail 
in this regard, will keep its international mollycoddles at 
home during the peace negotiations—that is, unless we 
want a tissue-paper peace that a light summer zephyr 
would rend and shred.” 


¥ 


“At the present time there appears to be a strong reac- 
tionary movement growing throughout the country. Those 
who have been benefited and enriched through govern- 
ment contracts and the expansion of their industries ap- 
pear to be wedded to the idea of bigness.” 


> 


“The ultimate consequence of unlimited government 
spending and risk taking is likely to be the government 
take-over of enterprise. The trouble with planned econ- 
omy, in spite of its supposed benefits, is that it is impossible 
to see how such an economy can work without dictator- 
ship.” 

- 


“Of course, the TVA has brought prosperity to the 
Tennessee valley. Heavens and earth, why should it not? 
Whenever there is an expenditure of $767,000,000 on any © 
sort of enterprise, sound or unsound, in a limited territory 
such as the Tennessee valley, of course, there will be 
good times.” 


> 


“We will need the aid of every citizen to keep our 
economy functioning in peace. Banks should occupy the 
leading rdéle in this field. If it takes a little extra trouble 
to look after a small businessman, the banker should 
welcome the opportunity. He should know that if he does 
not meet it, the government will and his natural field 
will get narrower and narrower.” 
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METAL HOUS 


ONE RESPONSIBILITY SEGREGATED 
for the building of and application of equipment to 


COMPLETE SUBSTATIONS—correctly designed, struc- 
turally and electrically, from single line wiring diagrams. AvTOWATI 
Designers plan for rigidity, to withstand strains and assure ; 


alignment of equipment; economy, to omit excess parts and THROW-OV 
provide efficient bus layout; flexibility, to meet future re- EQUIPMER 
quirements. Speedy, orderly shipments, eliminate erection 
delays. Complete comprehensive. proposals are proof of e 
RGIE understanding of your problem. 
: METAL CUBI 
s 
INTERLO 
» 


ILWAY ano INDUSTRIAL ENGINEERING CO. 


NSBURG, PA, = IN CANADA, Eastern Power Devices, Ltd., Toronto TESTING DE 
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C-E Cider’ BOILERS 


This plant, located in the 
West, is subject to severe 
climatic conditions. Its ele- 
vation is above 4000 ft. 
and sub-zero temperatures 
are common in winter 
months. Boiler capacity — 
200,000 Ib steam per hr; 
Design Pressure—450 psi; 
Total Temp.—760 F. Fired 
by Chain Grate Stoker. 





(e 
ies tae btn 5 


his plant is in the Southwest. Climate is moderate. Boiler capacity — 350,000 Ib steam 
per hr; Design Press. — 800 psi; Total Temp. — 830 F, Fired with natural gas and oil. 


COMBUSTION 


PRODUCTS INCLUDE ALL TYPES OF BOILERS, FURNACES, PULVERIZED FUEL SYSTEMS AND STOKERS; ALSO SUPERHEATERS, ECONOMIZERS AND AIR HEATERS 
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N UTILITY PLANTS 


OR some years there has been a grow- 
ing interest in the so-called “Outdoor” 
ant by the utilities. This type of plant 
as attractive economic possibilities that 
erit consideration — particularly where 
mild climatic situation prevails. Expe- 
ence has shown savings of $3 to $5 per 
w of installed capacity. 
Combustion Engineering has been as- 
pciated with this work virtually since its 
ception, having installed one of the 
arliest utility installations of this kind 
early ten years ago. This unit is shown 
m the upper view on the opposite page. 
he other illustrated utility 
its are more recent, the one 
below having been placed in 


al tl 


' service during 1942 and the unit at the 


bottom of the opposite page having seen 
its first year of service during 1944. All 
have proved very satisfactory. 

In addition to its utility installations 
Combustion Engineering has supplied a 
great many outdoor and semi-outdoor 
steam generating units for industrial 
plants, particularly in refineries where it 
is common practice to operate equipment 
in the open without building protection. 

As a result of its broad experience with 
the problems peculiar to this type of 
installation Combustion Engineering is 
qualified to be especially help- 
ful to utilities interested in out- 


door plants. A-864A 


This plant is in the South. Climate is mild. Boiler capacity — 300,000 Ib steam 
per hr; Design Press. — 1000 psi; Total Temp. — 905 F. Fired with oil. 


ENGINEERING 


200 MADISON AVENUE 


NEW YORK 16, N. Y. 
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INF ALLIBLE CONTROL— a Nordstrom responsibil 


"Sealdport" lubrication insures easy 
turning, positive seal, seat protection, 
resistance against corrosion and erosion. 


NORDSTROM LUBRICATED VALVE 


MERCO NORDSTROM VALVE COMPANY 
A Subsidiary of Pittsburgh Equitable Meter Co. 


Main Offices: 400 Lexington Ave., Pittsburgh 8, Penna. Branches: Atlanta, Boston, Chicago, Houston, Kansas City, Los 
geles, New York, Oakland, San Francisco, Seattle, Tulsa. 
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the 
“business 
end” 


of 


# 


MARMON-HERRINGTON 


ptll-Wheel-Drive CONVERTED FORD 


@ It’s the front-end of a Marmon-Herrington All-Wheel-Drive con- 
verted Ford that really gives “the business” to mud, sand, snow, 
steep grades and all other types of “tough going.” 

Of course, the rear axle and its wheels are doing their part too— 
but it is the added power and traction through the front wheels that 
give this truck its outstanding ability—and enable it to out-per- 
form any conventional drive truck off the highway, regardless of 
size or engine power. 

Marmon-Herrington built trucks are still going to war. Sub- 
stantial numbers of them are leaving our plant each week, going 
to join the many Marmon-Herrington All-Wheel-Drive trucks, 
track-laying tractors and combat tanks now at the battle fronts. 

But there’s a possibility that you may be able to get delivery of a 
Marmon-Herrington All-Wheel-Drive for your work soon. Better 
get your order in line! 


BUY MORE IN '45—WAR SAVINGS BONDS \eee. 
MARMON-HERRINGTON 
# 
-Wheedl-Drive 


MARMON-HERRINGTON COMPANY, Inc. 


CABLE ADDRESS: MARTON + INDIANAPOLIS 7, INDIANA, U.S. A. 
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BUILDING WIRE +: IMPERIAL NEOPRENE JACKETED PORTABLE CAB 


CRESCENT SYNTHOL Type SNW 
MiFor More Copper In Wet Locations 


G) a ) 
Conduit 


OLD NEW 


No. 14/3 Conduc- Three No. 10 — Three No. 6 — 
tor, Type RL car- Type RW carry 25 Type SNW carry 
ries 15 Amp. Amp. 54 Amp. 


SERVICE ENTRANCE CABLE 


Insulated with a special thermoplastic that is extremely re- 
sistant to moisture, acids, alkalies and oil, inherently flame- 
retarding, high dielectric and mechanical strength, bright 
permanent colors, small diameter, easy pulling, free stripping 


SYNTHOL Type SNW 


is approved by Underwriters Laboratories in sizes from #14 through 
#4/0 AWG under section 3035 of the 1940 N.E. Code for use in raceway 
systems, such as: (a) Underground, (b) In concrete slabs or other masonry 
in direct contact with the earth, (c} In wet locations, (d) Where the con- 


densation and accumulation of moisture within the raceway is likely to 


PTOMINAS — ING0C30) ie 


occur. 


Write for Descriptive Golder on Types 
SNW aad SN 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


WIRE and CABLE 


ARMORED CABLE : RUBBER POWER CABLES : VARNISHED CAMBRIC CABLE 
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WELDING CABLES 
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SAVE MANPOWER, 


MAINTENANCE, SPACE, 
AND ORIGINAL COST! 


2 
ss 
ui 
u 
Zz. 
i 
y 
5 
ey 





D, 


Model 105 Auto-Air on standard 114-ton truck illustrated 


i 
Nag mibtn. 


Power Take-Off in the truck-drive shaft eliminates separate compressor engine, 
drives Davey Air-Cooled Compressor from the truck engine providing extra 
truck space for men, material and equipment. Davey Air-Cooled Compressors and 
H. D. Truck Power Take-Offs are engineered for the highest operating effi- 
ciency. Davey originated truck-driven Auto-Air Compressors and has more of 
these units in service than all other manufacturers combined. Davey alone offers 
Auto-Air Combinations . . . Compressor and Power Take-Offs . . . Guaranteed 


as a unit. 
Davey Auto-Air is available in 60, 105, 160, 
210 and 315 cubic feet capacities. In addition 
to standard Auto-Air Compressors, Davey 
offers Compressor-Welder Combinations for 
mounting on the same truck, driven by the 


DAVEY $s 


Foe fo 2EISON Co. Write For Complete Davey Catalog E-172. 
Davey Compressor Co., builds a complete line 
ENT, OHIO of Portable and Stationary Compressors, Heavy- 
Duty Truck Power Take-Offs and Pneumatic 
EAE eR Ss - oe Saws, 


RINCIPAL CITIES 
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| SAVE 502% 
IN TIME AND MONEY WIT 











THE ONE-STEP METHOD 


OF BILL ANALYSIS 











HAT effect is the war production program having on your bill dis 
tribution? Analysis of customer usage data will provide the answer ti 
this important question. In addition to a knowledge of the existing situatio 
certain trends may be disclosed, a knowledge of which may be of considerable 
importance to you under circumstances where the picture is rapidly changing 


The One Step Method of Bill Analysis is ideally suited to meet the need 
of this problem. It does away with the necessity for temporarily acquiring 
training and supervising a large clerical force. Our experienced staff plus ou 
specially designed Bill Frequency Analyzer machines can turn out the job it 
a few days and at the cost of only a small fraction of a cent per item. 


We will be glad to tell you more in detail about this accurate, rapid ant 
economical method for obtaining a picture of your customer usage situatio 
Write for a copy of the booklet “The One Step Method of Bill Analysis. 


Recording & Statistical Corporation 
Utilities Division 
102 Maiden Lane, New York 5, N. Y. 


Chicago Detroit Montreal 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





12, 1945 


Public Utilities Fortnightly 


23 





E FORD TRUCKS ON THE ROAD « ON MORE JOBS « FOR MORE GOOD REASONS 


elability! 


lis 


oe 


\ ee ; : 


..4 years’ service... engine 
ne-up only . . . 100 per cent 


efficiency”’ 
ays C. L. HOWE, Mgr., Municipal Light Dept. 


Belmont, Mass. 


OM OPERATORS throughout 
he country, letters ve 
ut Ford Trucks out- 
ming and outlasting othe 
omparable cost. A big shart 
em are real veterans, doing 
k which demands genuine 
mina and reliability. 
uch endurance proves the 
e of the constant engineer- 
research carried on by Ford. 
p design of the truck—the 
of special alloy steels to 
rcome wear and strain 
ich occur in certain 
use of Ford manufacturing 
esses that vastly len; aon 
service-life of your Ford 
ck and make it cost less to 
add these up and you’ve 
the difference that has 
more Ford Trucks to work 
n any others in existence. 


Pick a Ford Truck for your 
toughest job, up to the limit of 
its rated capacity, and you’re 
assured of low ton-mile costs. 

Under government alloca- 
tion, present production of 
Ford ucks is necessarily 
limited as to types, equipment 
and quantities, for essential 
civilian needs. See your near- 
by Ford Truck dealer for 
friendly counsel in obtaining 
official certification of your 
requirements. 


“Our fleet, which is 100 per cent Ford, 
is operating very efficiently considering 
its age and mileage. As to our 1941 line 
truck, it has been necessary only to keep 
it lubricated and the engine tuned, to 
operate at 100 per cent meng Excel- 
lent local Ford service and the availability 
4, Ford parts have enabled us to keep our 
eet on the job at all times.’ 





FAMOUS FORD FEATURES 


Powerful truck engines—Six chassis 
types—for 95% of all hauling jobs. 

e Service ease . . . engine crankcase, 
transmission, clutch and other chassis 
units readily accessible, hence— 

e Low maintenance cost. 

e Universal service facilities. 

e Heavy front axle—massive spindles 
—large taper roller wheel bearings. 

e Extra-sturdy full-floating rear axle— 
pinion straddle-mounted on 3 large 
roller bearings—3 axle ratios avail- 
able—2-speed axle at extra cost. 

e Powerful hydraulic brakes—excep- 
tionally large cast s. 

e Needle bearing universal joints. 

e Rugged 4-speed ftransmission—large 
roller bearings. 

© Shifto-Guide speedometer dial. 








FORD TRUCKS 


AND COMMERCIAL CARS 
TRUCK-ENGINEERED ¢ TRUCK-BUILT « BY TRUCK MEN 
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_ NINE PROVED WAYS TC 


<* 


When it comes to translating power plans into ipower: . Much of the component equipment shown on these pag 


plants, the Babcock & Wilcox Comipany can supply re- can be applied.to modernizing, and thereby step up 
liable and efficient boiler units complete with all essential efficiency ot, existing power facilities, 

components from fuel preparations and burning equip- When you select B&W steam-generating equipment {¢ 
ment to breechings and stacks. The company thus has large or small plants, you get the benefit of over 60 yea 
contro! over both the: designing ‘and application of the specialized’ experience in designing and fobricati 
equipment and coordinates the various elements to assure : boilers and related sermon witha long record of hig 


maximum dependability and economy of performance. satistactory service. 





* 


SEVEN STEPS TO A MODERN 
POWER PLANT 


t and 





B&W DIRECT-FIRING PULVERIZED-COAL SYSTEM B&W | 
direct-firing pulverized-coal system hes advantages in 
ease of operation, reliability and upkeep that make it 
economical for small as well as large boilers. It is read= | 
‘ily opviet to oil-fired boilers for conversion to coal’ 


200 6 8 O86 


: ~ BRW  PULVERIZERS. impli 
SUPERHEATERS. B&W Superheaters ore properly B&W ball-bearing 5, The pulverizers ~. high voile” 
designed and fabricated, with respect to steam and Be ability with low maintenance in direct-firing pulverized> 
gos flow, ‘to function efficiently with boilers de~ - coal systems. They provide consistently high fineness 
signed and built by B&W. Available in both drain« -and respond quickly to changes in lood with —— 
ing and 9 elas types cs shown. ‘ contro} of raw-toal feed. 








This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





12, 1945 Public Utilities Fortnightly 





ONOMIZERS. B&W izers effect appreciabl 





: CHAIN-GRATE STOKERS. Babcock & Wilcox Chain-Grate Stokers 
=e are widely used with free-b 





coal, 
in fuel and can be built Fo. meet, the size and pressure : lignite, cind coke breeze. se can he furnished for nana, in- 





9 





of any The Return-Béhd Econo- * decad, pe Gareed dealt, a ding upon op . 


izer shown con be easily diane. and pressure ports may 


inspected externally while in service. 


MULTIFUEL CIRCULAR BURNER. Pulverized ‘solid 
fuels, oil, and gat ore burned singly or in any 
combination with this burner. ft provides & single 
means of efficiently burning @ wide ronge of fuels, 


- WATER-COOLED FURNACE CONSTRUCTIONS. 


B&W Water-Cooled Furnace Constructions are 
extensively applied for partial or complete 
water cooling of furnaces of all sizes, shapes, 
ond forms, and with all fuels and combus- 
tion methods. Studded-tube type of con- 
struction is shown. 





AIR HEATERS. .BaW Tubular Air 
: : § Heaters are inherently tight and 

OIL BURNERS. B&W Oil Burners effect rapid and efficient, and are eusy to keep 
combustion af oll rates of fuel feed, clean. Available in multi-poss gas 
mechanical, steam, of steam-mechanical flow type, ‘as shown, or longi- 


using 
: stomizers, depending on the oil and operating tudinal gas-flow type, ond in sizes. ~ 





Permitting advantage to be taken of variations in 
Ca ee 


lable in o range of hent liberat- . to meet the reqrmaete of S67 
ing capacities that meet all: requirements, _ - boiler installation. _ 


THE BABCOCK & WILCOX CO.° 85 LIBERTY STREET, NEW YORK 6, N. Y. 


BABCOCK & WILCOX 
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When it comes to translating power plans into ipower’ 


plants, the Babcock & Wilcox Company ‘can supply re- - 


plete -with all tial 





liable and efficient boiler units < 


components from fuel preparations and burning equip- 


ment to breechings and stacks. The company thus has _ 


control over both the: designing and application of the 





nt and coordi the various elements to assure 


ag. Sees 


maximum dependability and economy of performance. 


SEVEN STEPS TO A MODERN 
POWER PLANT 


Make 

want to serv 
and construction f 
manufa 


Compore 


each step 


Calculate 


200 60 ® O08 


pro 
ividually on the basis of 
From POWER 


SUPERHEATERS. baw Superheaters are properly 
gned and fabricated, with respect to steam and 
gos flow, ‘to function efficiently with boilers de- 
taeed and built by B&W. Available in both drain« 
ing and one types as shown. 








t shown on these pag 


Much of the component 


r eo es 


can be applied.to modernizing, and thereby step up ¢ 


efficiency of; existing power facilities, 


When you select B&W steam-generating equipment fc 


large or small plants, you get the benefit of over 60 year 
specialized’ experience in designing and fabricating 


boilers and related Saepmeny witha long record of highly 


satistactory service. 


* 


B&W DIRECT-FIRING PULVERIZED-COAL SYSTEM B&W 
direct-firing pulverized-coal system has advantages in 
ease of operation, reliability and upkeep thet make it 
economical for small as well as large boilers. it is read- 


-ily applied to oil-fired boilers for conversion to —_ 7 


firing. 


- BAW PULVERIZERS. The si fick and 





B&W ball-bearing type pulverizers assure high avail 





’ 


ECONOM 
gs in fr 
requirem: 
mixer sh¢ 
inspec 


ability with low maintenance in direct-firing pulverized- 
fineness 


"+ goal systems. They provide consistently 
-and respond quickly to 
contro} of raw-conl feed. 


high 
changes in lood with automatic ” 
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ECONOMIZERS. B&W £ i effect 





Ces CHAIN-GRATE STOKERS. Babcock & Wilcox Chain-Grate Stokers 
vec are widely used with f 





coal, 
gs in fuel and can be built to meet the size and pressure : lignite, dnd coke breeze. Tey con be furnished for natural, ine 





be inspected externally while in service. 


i 
; 
i 
& 
: 


MULTIFUEL CIRCULAR BURNER. Pulverized ‘solid 
fuels, oil, and gas sre burned singly or in any 
combination with this burner. !t provides & single 


meee ee ee > eee ones fee 





of any esti “The Return-Bélid Econo- Loe : doh a 
mixer shown ton be easily cleaned, and pressure ports may . oo renter se eS 


- WATER-COOLED FURNACE CONSTRUCTIONS. 


B&W Water-Cooled Furnace Constructions are 
extensively applied for partial or complete 
water cooling of furnaces of all sizes, shapes, 
and forms, and with all fuels and combus- 
tion methods. Studded-tube type of con- 
struction is shown. 





AIR HEATERS. BAW Tubular Air 


OIL BURNERS. B&W Oil Burners effect rapid and 
complete combustion at oll rates of fuel feed, 
using mechanical, steam, or steam-mechanical 
-atomizers, depending on the oil and operating 





permitting advantage to be taken of 
Ee evihling Gen iam poieus ob aah: Wel 


Availabl ie @ dongs Of teat Sherer - to meet the requirements of ony 


THE BABCOCK & WILCOX CO.°* 85 LIBERTY STREET, NEW YORK 6, N. Y. 


BABCOCK & WILCOX 
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Transformer Capacity 
of over 10,000,000 KVA protected by 
GRINNELL MULSIFYRE SYSTEMS 


Leading utilities in the United States and Canada 
have chosen Grinnell Mulsifyre Systems to protect 
more than 10,000,000 KVA of transformer capacity. 
Numerous other Mulsifyre installations protect cir- 
cuit breakers, switches, regulators, and similar oil- 


filled equipment. 


MULSIFYRE SYSTEM operate on the prin- 
ciple of emulsifying blazing oil with a driving 
spray of water. The oil is turned into a liquid 
which is incapable of burning. Fire is extin- 
guished in a few seconds and reignition is 
prevented. 

Complete separation of water and oil takes 
place in a few hours... leaves oil undamaged. 


There is absolutely no conductivity along the 


discharge of a Mulsifyre projector when spray 
strikes conductors carrying high voltages. 

Mulsifyre Systems are permanently installed 
...they operate automatically or manually. 

Recommended by Underwriters’ Labora: 
tories for use in extinguishing fires in flamma- 
ble oils immiscible with water wherever such 
oil is a fire hazard —in transformers and other 
oil-filled electrical equipment. 


See that your equipment has this 24-hour-a-day 
protection, before fire strikes. Experienced 
Grinnell engineers will help you plan protec- 
tion for your specific needs. 

GRINNELL COMPANY, INC. 


Executive Offices, Providence 1, R. I. 
Branch offices in principal cities, 
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n speed up traffic, step up efficiency, and boost savings in 
labor‘time in your plant with doors that can be opened from any 
numbéh, of convenient points! And Kinnear Rolling Doors have 
many ts} er advantages. They open upward, saving valuable 
floor, wall. and ceiling space, and staying out of reach of damage. 
Their rugged, all-steel, interlock- 
ing-slat construction has proved its 
remarkably long life and low main- FINGER TIP CONTROL! 
tenance — andJit gives you extra 
protection again fire, intrusion, 
sabotage, wind, wé er and acci- 
dental damage. ‘Bui \i ize, to 
meet any service door roauirement 
in old or new buildings. Writé for... 
details or recommendations. Sénd.\ iN 
for Catalog! 


FOR MANY WARTIME NEEDS, 
Kinnear WOOD Rolling Doors, with 
motor or manual control, are available. 
These time-proved doors save vital 
war metals! Write for details. The 
Kinnear Mfg. Co., 2060-80 Fields Ave., 
Columbus 16, Ohio. 


ian KINNEAR 
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Save to Win ‘ 2 ‘ Fi P 
with these four simple rules ... IS a vita principt 


of utility operation 


of battery care: 


Keep adding approved water at 
regular intervals. Most local water 
is safe. Ask if is safe. ° P ° 
Meee er ee Conservation of materials is no new std 
Keep the top of the battery and : oy: 
battery container clean and dry at to ‘ the — who operate public utilitig 
all times. This will assure maximum With thrift and efficiency they have alwa 
protection of the inner parts. ‘A 
planned for conservation. 
Keep the battery fully charged— 
but avoid excessive over-charge. ’ 
A storage battery will last longer They ve squeezed the last ounce of ’ 
when charged at its proper voltage. out of materials and equipment in th 
A Record water additions, voltage, care... and today, that need is intensifi 
and gravity readings. Don't trust 
your memory. Write down a com- ae - 
plete record of your battery's life One helpful principle to follow is that ¢ 
history. Compare readings. “Buy to Last—Save to Win.” Buy qualif 


If you wish more detailed information, or products and equipment, then care for it f 
have a special battery maintenance prob- Fa 
lem, don't hesitate to write to Exide. avoid needless replacement. That conse 


We want you to get the long-life built : + «al 
lets ade teldy: Watiai dak ter bevttel raw materials, labor, and space in factorié 
Form 3225. It frees these productive elements for essef 


tial war production. 


v 
— Exide — 
THE ELECTRIC STORAGE BATTERY CO 


CHLORIDE Philadelphia 
BATTERIES Exide Batteries of Canada, Limited, Toronto 
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LAN NOW FOR 1945 WITH 
MERCOID CONTROLS 


MERCOID HAS WHAT EXPERIENCED 
ENGINEERS WANT IN AN AUTOMATIC CONTROL 


1. Designed for positive safety—the prime purpose of a control. 


2. Built for years of dependable performance—a very desirable 
feature. 


3. Simplified for ease of installation—appreciated by the trade. 


4. Convenient facilities for making understandable adjust- 
ments—no time lost in calculating or guesswork. 


5. The only 100% Mercury Switch Equipped Control Line— 
which means that all “makes” “and breaks” in the electrical circuit are 
hermetically sealed, therefore immune to dust, dirt, corrosion, open arcing, 
pitting, or sticking of contacts—all common causes of contact trouble. 
Mercoid Switches provide an electrical contact that will give millions of 
perfect operations. 


The above facts merit your 
consideration. For detailed 
information see Mercoid 


catalog No. 600. 


HE MERCOID CORPORATION, 4219 BELMONT AVENUE, CHICAGO 41, ILL. 
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THESE TRANSFO 
PURCHASED “RIGHT | 
OF THE HANDBOOK,” 
SHOW THAT G.E.’S KIND 
OF STANDARDIZATION 
IS ENTIRELY PRACTICAL 


HE mutual benefits gained 

from continually improved 
standard designs are no longer a 
matter of abstract argument. The 
list of standard G-E transformer 
ratings was compiled after de- 
tailed study of industry require- 
ments, and purchases are being 
made with increasing frequency 
directly from that listing. 


Repetitive manufacture of 








RM-listed power transformers are now avail- 
able for circuits 66,000 volts and below; 
667 to 5000 kva, single-phase; 750 to 
10,000 kva, three-phase. 




















Four 750-kva RM-listed power transformers 


these listed types saves time and 
materials in manufacture, helps 
us to deliver more transformer 
value per dollar, and with less 
likelihood of delay. In the long 
run, repetitive manufacture 
means lower apparatus prices, 
and lower investment costs for 
you. 

In the future, we expect to 
expand the range of power ap- 
paratus available in ‘““RM-listed”’ 
types and sizes. You’ll find that 
it pays to make “Repetitive 
Manufacture” your choice when- 
‘ever possible. General Electric 
Company, Schenectady 5, N. Y. 
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OAVING 
WATER 
WASTE 


SAVES 
PUMPAGE 
* 


POWER 
* 
COAL 
* 
TRANSPORTATION 

* 
CHLORINE 

k 

PRODUCTIVE 

CAPACITY 





be 


Meter Shop—Cham paign-Urbana, Illinois 


. Water Works—plus hundreds of other 
Water Works — all working together to 
REDUCE WATER WASTE, can make a real 
and vital contribution to our ultimate Victory. 


Reduce pumpage by even a few thousand 
gallons and your SAVING is translated into 
FIGHTING tools. It means saving power, 
coal, chlorine, transportation, and productive 
capacity that can all GO TO WAR instead of 
going to waste. 


* One way to do this is the inauguration of a 
definite program of meter tests and repairs. 
Other towns are doing it; and they are finding it 
also repays them in increased revenue (and we 
have the facts and figures on this ready to con- 
vince you). 


See your nearest Trident representative now. 
Without obligation on your part, tell him to help 
you put this plan into action. That is his job, and 
his and your duty—to put YOUR Water Works 
in the fighting line to help WIN THE WAR. 





acianl 


NEPTUNE METER COMPANY © 50 West 50th Street » New York 20, N. Y. 


Branch Offices in CHICAGO. SAN FRANCISCO. LOS ANGELES, PORTLAND. ORE. 
DENVER. DALLAS, KANSAS CITY. LOUISVILLE, ATLANTA. BOSTON. 
Neptune Meters. Ltd.. Long Branch. Ont.. Canada 
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At left, an Elliott geared mu 

stage turbine, as built for mari 

generator drive. Abo 

Elliott standard sing! 

so. stage mechanical dri 
turbine. 


ELLIOTT 


for TURBINES- 


standard or special 


“Tailored to the job” has become a stock 


phrase in speaking of Elliott steam turbines. 
So many of them are engineered for special 
conditions, such as the unit pictured at the 
top. This turbine is one of a large number 
of identical units designed for a specific 
wartime service. These turbines each drive 
three generators in line, through gears which 
reduce the 5600-rpm. turbine speed to a 
generator speed of 1200 rpm. They must 
pass the most rigid tests before acceptance. 


=H 


The designing of special steam tur 
by Elliott engineers starts from the firm 
dation of a standard line of machin 
several types and a wide capacity ro 
Representative of this standard line ig 
Elliott single-stage mechanical drive turl 
used with pumps, fans, blowers, pulveri 
and other auxiliary equipment, direct ¢ 
or with built-in gears. Literally thousand 
these turbines are demonstrating charaj 
istically Elliott reliability in power plan 
board ship and throughout industry. 


If you have a drive problem, check 
Elliott engineers. 
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Due to wartime travel restriction, conventions listed are subject to cancellation, 
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{ Electrochemical Society starts spring meeting, Atlantic City, N. J., 1945. @ 





{ American Water Works Association, Montana Section, convenes for session, Lewis- 
ton, Mont., 1945. 





q Edison we Institute Technical Committees will hold meetings, Chicago, Ill., Apr. 
30-—May 2, 1945. 





{ American Bankers Association starts administrative committee meeting, New York, 


N. Y., 1945 





{ American Society of Mechanical Engineers starts spring meeting, Boston, Mass., 1945. 





q Southwestern Gas Measurement Short Course begins, Norman, Okla., 1945. 





1 he hag Fire Protection Association will hold annual meeting, Chicago, Ill., May 
—11, 1945. 





q Illinois Telephone Association convenes. Peoria, Ill., 1945. 9d 





¥ Pennsylvania Gas Association will hold meeting (attendance limited by special in- 
vitation), Philadelphia, Pa., May 16, 1945. 








q American Water Works Association, Pacific Northwest Section, will hold meeting, 
Gearhart, Or., May 18, 19, 1945. 





4 American Water Works Association, New Jersey Section, will hold meeting, June 
2 3 








q ieee of Gas Engineers will hold annual meeting, London, England, June 12-14, 





9 American Society of Mechanical Engineers will hold semiannual meeting, Chicago, 
Ill., June 18-20, 1945. 











“q acre ad Association will hold annual convention, Murray Bay, Quebec, June 








Courtesy, Westinghouse Electric & Manufacturing Company. 





Memorial to George Westinghouse 


This memorial, executed by Charles French and erected in Schenley park, 

Pittsburgh, Pennsylvania, depicts the six foremost mechanical achievements 

of Westinghouse. Facing the central part of the memorial, made up of a 

bas-relief medallion of Mr. Westinghouse, flanked by two figures represent- 

ing the typical American workman and engineer, is a bronze figure symbolic 
of the American Boy. 
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Mur War Communications from 


Combat Areas 


The role of the radio units and press correspondents 
at the front in getting off the news hot from the 
combat areas. 


By HERBERT COREY 


HE technical sergeant said that 
New York was yelling its fool 
head off. So was Chicago. Guys 
ack there, sitting in their shirt sleeves 
offices so hot they had to keep the 
indows open, smoking cigarettes, 
ollering because Headquarters would 
ot release the news of Von Rund- 
tedt’s bust through the First Army’s 
ne. He wanted to know what New 
ork thought he was, anyhow? 
“Superman,” snarled the second 
echnical sergeant. 
A large boomp sounded not far 
rom the truck. Mud and pieces of 
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stone and metal rattled on the truck 
roof. A V-bomb. The third technical 
sergeant remarked that he was not run- 
ning this stinking unit but that if he 
were he would be hauling tail out of the 
place. None of his business, of course. 
He wasn’t even a soldier, b’jeesus. Just 
sitting around waiting to be shot. 
Hasn’t anybody got a cigarette? The 
fourth technical sergeant said: 

“Shuddup. Something’s 
through.” 

The four men sat silently on their 
steel chairs. Just New York again. 
Continuing to holler its head off. 
APR. 12, 1945 
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There was another boomp near by. 
The rigger reported that he was all 
ready to take down the antennae. The 
driver said he could hitch them gen- 
erators to the drag-bar whenever he got 
word. He was all gassed up. Muddy 
trucks rolled past on their way to the 
rear. Tired GI’s slept in impossible 
positions on the cargoes of food and 
ammunition. A second looey stopped 
long enough to report that the krauts 
were on the way. Just over the next 
hill. The three technical sergeants 
fixed their eyes on the first ts. He gave 
way sourly: 
“Aw right. Less roll.” 


HE details of that scene cannot be 

guaranteed. Its veracity can be. 
Part of the credit for the magnificent 
news coverage of the American Army 
in France must be given to the stub- 
born men in the radio trucks, who have 
held their positions until the holding 
became folly. They are not heroes. 
Often they were so badly frightened 
that their teeth chattered like telegraph 
keys. But they held on. If the report- 
ers were able to get and write the news, 
and the censors passed their stuff, and 
Headquarters did not engage in the old 
military trick of trying to cover up its 
faults by claiming that harm would be 
done if the folks back home found out 
what was going on—“reasons of mili- 
tary security” is the stock phrase—then 
the radio trucks were at hand to send 
the stories. 

That is one reason why the Amer- 
ican public is better informed on war 
goings-on than any other national 
audience. 

When it does not get all the news 
the failure may be traced to stupid cen- 
sorship—which rarely happens—or 
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covering-up generals, or the weird 
breed of politicians here at home who 
suffer from hen complexes. They think 


‘that the people must be protected from 


a knowledge of the truth. Faulty gen- 
eralship must be hidden because the 
people back home might call for shake- 
ups which might in some vague way in- 
jure the $8,000-a-year people who hold 
desk jobs. The reporters and radio 
men and — surprise, surprise! — the 
OWT are not to be blamed. They are 
doing their jobs well. It is not often 
that they cheat at the order of some 
brass hat. Sometimes they are helpless, 
but not quite so helpless as they would 
have you believe. Few, for instance, 
know exactly what was suppressed in 
the news stories written on the latest 
presidential vacation at Warm Springs. 
Everyone, now, knows that some- 
thing was suppressed. 


y= a reporter is accredited to 
the Américan Army in Europe he § 
checks in at the Hotel Scribe in Paris | 
as soon as his credentials are approved. 
The Scribe is fairly modern, as Paris 
hotels go, which isn’t very far. Civil- 
ians and service people are barred un- 
less they are on business. In the lobby 
sit the Public Relations officers at 
desks which suggest the city room of a 
newspaper. Correspondent opinion is 
that the PR people are “all right,” 
which is high praise. The correspond- § 
ent gets the information he needs, 
meets the censors who handle his out- 
put, and is furnished with transporta- 
tion and a room. 

Between times he may visit the bar. 
He gets his meals at the Army mess 
for a dollar a day, but visits to the bar 
are almost obligatory. There he meets 
his fellows, catches up on gossip, and 
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gets ideas. It is estimated that if it 
were possible and desirable for a cor- 
respondent to live and operate inde- 
pendently in Paris he would spend close 
to $100 a day, Parisian prices and 
habits being what they are. 

If he wishes to go to the front, and 
they all do, he puts that desire before 
the Public Relations Officer in charge 
at the Scribe, and it is always granted 
unless he wants to go to some area 
which is so confused that his visit is 
not practicable. Sometimes the re- 
porter is given a jeep with a driver. 
Sometimes several share the same jeep. 
The jeep may be granted for a definite 
period and sometimes the reporter is 
merely carried to the place of his de- 
sire and then put on his own. Broadly 
speaking, he is a free man. 


HE British prefer to send conduct- 

ing officers with the reporters and 
the reporters often growl that the c.o.’s 
§ business is to keep them from going 
where they wish to go and get the news 
they have smelt out. American cor- 
respondents with the American Army 
are as free of supervision or control as 
though they were legmen for their 
newspapers back home. They eat with 
the Army messes, for restaurants are 
| out of bounds theoretically, in order 
that their limited supplies may be re- 


served to the local inhabitants. They 
do not pay a set sum to the mess officers 
for this accommodation, but seasoned 
correspondents try to make up in some 
way to the mess for their food. 

When a set operation is in prospect 
the correspondents are “briefed” each 
day. Usually this briefing is at 10 
o’clock in the morning, and is conduct- 
ed by some PR Officer who knows 
what is going on. The briefing is held 
in a map-hung room, and the reporters 
are told what is planned, where the op- 
erations will take place, what is the pur- 
pose and the forces engaged, and what- 
ever other information they may need. 
Then they are on their own. They may 
go anywhere they can get to by any 
means available. No other army has ac- 
corded such freedom to the reporters 
or taken them so completely into its 
confidence. Every other army tries to 
control them, directly or indirectly. 


HE American system is an out- 

growth of the experience of the 
First War, somewhat expanded and 
polished. In the First War the cor- 
respondents had perfect freedom of 
movement, but they were only briefed 
for two or three of the major opera- 
tions and therefore lacked the under- 
standing of the situation that is the 
commonplace of today. The censors 


e 


failure may be traced to stupid censorship—which rarely 


q “WHEN it [American public] does not get all the news the 


happens—or covering-up generals, or the weird breed of 
politicians here at home who suffer from hen complexes. 
They think that the people must be protected from a knowl- 
edge of the truth. Faulty generalship must be hidden because 
the people back home might call for shake-ups which might 
in some vague way injure the $8,000-a-year people who hold 


desk jobs.” 
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pass on all news stories and, as a rule, 
with intelligence and discretion. On 
occasion a story passed in the field is 
reviewed at the office of the chief 
censor in Paris. Very rarely Head- 
quarters orders a complete news black- 
out. This was done in the first days of 
Von Rundstedt’s push. It is doubtful 
that any worth-while end was achieved, 
for it must be apparent that when the 
Germans took a position they knew 
they had taken it and the fact could not 
be obscured by a censorship which pre- 
vented publication in the United States. 
After a few days the protests from the 
news associations became so vigorous 
that the rule was relaxed. 

In the first days of the Normandy 
drive all news was routed through 
London. Theoretically the Americans 
censored and sent the news of their 
armies, but practically all the news was 
dispatched from London either by 
cable or radio, and the British were in 
control. This continued, against the 
protests of the correspondents that 
their news stories were often delayed 
for hours and sometimes days after the 
identical news had been published in 
London. It sometimes happened that 
the correspondents of American papers 
were scooped on their own stories in 
their own papers by British reporters 
who were able to take advantage of the 
situation, and whose stories were some- 
times colored for reasons of British 
war politics. This continued until the 
Press Wireless, which serves the 
major part of the American papers— 
Mackay and RCA are also in the field 
—produced a portable radio sending 
unit, housed in a truck. 


_* first Press Wireless could not 
get permission to use this equip- 
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ment to send news home, rather than 
routing it through London. Various 
technical and other reasons were as- 
signed for this refusal but there came a 
time when the portable unit was in the 
field and a big operation was in prog- 
ress and the reporters were being in ef- 
fect blocked off by the London routing. 
A Press Wireless chief in the field 
went to the American officer in com- 
mand: “We can send straight to our 
offices,” he said, “and save time.” 

“Why not?” was the reply. 

Once the news blockade had been 
broken there was no stopping direct 
sending. American papers refused to 
submit to the needless delay of the past. 
Now all of the sending services have 
their own units in the field and com- 
municate directly with their home of- 
fices. There can be no doubt that the 
future usefulness of radio at home will 
be greatly enhanced. The war develop- 
ment is a part of the American radio 
future, which already embraces radio 
two-way contact between trains, the 
dispatchers, and stations along the way. 
Radio expansion will be limited only 
by the bounds of the spectrum and there 
are prospects that this can in effect be 
extended by new ideas for sending, re- 
ceiving, and field limitation. A sales- 
man in a flivver may talk to prospec- 
tive customers, engage hotel rooms, 
make dates, or explain all to the wife. 


. ie field units are in theory free to 
follow the business wherever it 
may be. 

They must be as close as possible to 
the front, for there is where the news 
is and the correspondents who are 
the customers must be conveniently 
served. Readers of the newspapers 
during the Von Rundstedt operation 
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The American Radio Future 


“a war development is a part of the American radio future, 

which already embraces radio two-way contact between trains, the 

dispatchers, and stations along the way. Radio expansion will be limited 

only by the bounds of the spectrum and there are prospects that this can 

in effect be extended by new ideas for sending, receiving, and field limita- 

tion. A salesman in a flivver may talk to prospective customers, engage 
hotel rooms, make dates, or explain all to the wife.” 





ill call to mind without difficulty the 
ames of dozens of correspondents 
ho sent in firsthand reports of the 
ghting. Some of them were killed and 
pthers wounded while serving their 
_ papers. There are 300 or 400 reporters 
in France now and while they move to 
and from the various Army headquar- 
ers and Paris at will, enough are al- 
ays in the field to insure fairly com- 
plete coverage of the widely scattered 
and immensely complex operations. 
The movements of the radio units 
_ffare of necessity controlled by the PR 
officers, who are in constant touch with 
the several Army headquarters. PR 
knows where and how far it is reason- 
ably safe for the units to advance and 
ries to accommodate their convenience 
as much as possible. The correspond- 
ents must file their stuff through the 
censors before it can be forwarded, and 
so the censors and the radio units keep 
in close touch. 
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i Gices correspondent tries to pack as 
much news as possible into his 
dispatches and is apt to cross the line 
of permissibility and place the respon- 
sibility on the shoulders of the field 
censor. If this weary man grants too 
great latitude he will hear from HQ 
in no uncertain terms. It therefore is 
usually the case that he strikes out 
mercilessly any statement that is in the 
least doubtful. The battle between the 
two wages furiously, but in plain fact 
it is mostly noise. The skilled cor- 
respondent knows how far he may go 
and when there is a dispute it is usually 
because he has knowingly taken a long 
chance. After a period of argument 
and recrimination they part friends. 
The stories filed and censored may be 
OK’d for direct transmission to New 
York and Chicago, or may be routed 
through the chief censor’s office in 
Paris. There they are turned over to 
men seated at a series of desks, just as 
APR. 12, 1945 
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in any metropolitan newspaper office at 
home. They have been chosen for 
journalistic ability and for their line- 
by-line knowledge of the immediate ac- 
tion, the plans, and the localities 
involved. 

The units are each housed in giant 
trucks. 

When one enters the rear of the ra- 
dio truck one first edges around the 
sending device. This is served with 
current by two great generators mount- 
ed independently on trailers. When the 
unit moves they are tied up to the 
drawbar and trundle along behind. 
Once past the transmitter the visitor 
encounters four desks equipped with 
teletype senders and receivers, with an 
operator at each. The first pair to be 
encountered takes the matter coming 
in from America or Paris and the sec- 
ond pair transmit the stories filed by 
the correspondents. At least one spare 
operator and often two or three are 
carried, for the work is desperately 
hard when a battle is on. There is no 
such thing as an 8-hour day or over- 
time, or half hours for lunch when 
business is good. 


HE operators work until they can- 

not keep awake and then the spares 
move in. The tired men sleep as best 
they can and where they can. They 
carry bedrolls and the unit at least 
theoretically carries a small tent in 
which they can roll up for a rest, when 
they can get the rest. Because the unit 
is independent of the Army transporta- 
tion, it is usually able to carry such 
minor comforts as a little stove for 
combined heating and cooking, a can- 
vas washpan on folding legs, and more 
blankets than the GI is able to tote on 
his tired back. In all other respects— 
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save one—they might as well be dough- 
boys. They are shot at, sometimes half 
starved and frozen, and are always 
short of something they feel they des- 
perately need. The one difference is 
that, like the correspondents, their 
duty is to stay alive and get the news 
back home. The doughboy goes where 
he is ordered to go even if he knows he 
is apt to be killed. A dead reporter or 
a dead radio operator serves no useful 
purpose by getting killed. 

The radio crewmen are of the Army 
but not in the Army. They are paid 
and their expenses are covered by the 
companies for which they work, but 
they are rated as technical sergeants, 
they wear the uniform and insignia of 
the ts, and draw rations as such. The 
line of authority is rather closely 
drawn between the Army and the unit 
chief. The men must obey the Army in 
certain things but they must also obey | 
the chief. There is very rarely any con- 
flict in fact, for the chief gets his 
orders— 

“Get to hell out of here—the krauts 
are coming—” from the Army. But if 
he wants to take a chance he may dis- § 
obey and argue it out later. 


¢ a top sergeant comes along and 
tells his men to get out of that truck 
and high-tail it for safety he can make 
it stick. Partly because the order comes 
from the Army, but mostly because he 
is a top sergeant. The plan would not 
work, perhaps, in other armies, in 
which discipline is unbending, but 
American soldiers are of a different 
breed. They get along with each other 
and the brass hats as well. 

Other members of the radio truck 
crew are the driver, who is a doughboy, 
and the rigger, who erects the antennae 
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ugh- Hi when the truck halts and takes it down munication between the fighting field in 
s half MJ and stows it when the word comes to France and the newspaper offices at 
Ways Mico on. Sometimes for various reasons home is instantaneous and fairly con- 
" des- other men are temporarily attached. stant. When the news stories reach 
Ce 18 @ Gasoline and service for the truck is New York or Chicago offices they are 
their furnished by the Army and it is in sent at once to the wire and radio cir- 
News Mother respects considered a member of cuits for distribution. 

yhere Hi the Army Service Forces. Thanks to That’s how you get the news hot 
vs he the radio truck and itstirelessmen,com- from the battlefield. 
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TVA and Taxes 


wei i is no disparagement of what the TVA has achieved or 
what an MV A might be able to do... to point out there 
is more to the TVA tax picture than the figures mentioned 
[from TVA report] imply. The time when the properties were 
in ‘private ownership’ carries back three to eight or more years. 
Over that time it is highly probable that assessments on the 
property, had it remained in private hands, would have sub- 
stantially increased. And there is no doubt whatever that the 
income tax collector would be taking new slices out of the earn- 
ings of the power and distributing companies which now are a 
part of the TVA allied system. .. . it is proper to question 
whether the huge outlays for these rivershed developments 
should become permanent entries in a permanent, interest- 
bearing public debt. At some stage, it would seem, they should 
begin to pay off—not merely in low power rates and industrial 
promotion but in the hard cash that would somewhat relieve the 
treasury of the carrying charges on the debt incurred for the 
development.” 
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—EDITORIAL STATEMENT, 
Times-Picayune. 
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Building Gas Mains on the 
Assembly Line 


Speed was needed on the new 105-mile pipe line 

into Los Angeles. It was attained by organizing 

equipment into a caravan and making the whole 
job a production process. 


By JAMES H. COLLINS 


, \HE circus people in winter quar- 
ters wanted a barn and got one 
with showmanship. 

Back in the wood lot they framed 
the building, and then one Saturday, 
waiting until all the farmers had gone 
into town, they brought it out and put 
it together. When the farmers drove 
home that afternoon there was a barn 
where none had stood in the morning. 

Nowadays, most of the circus peo- 
ple are in Hollywood. 

Maybe because it ends in Hollywood, 
the new pipe line of southern Califor- 
nia gas companies’ was built with a 
little showmanship. 

It was built on an assembly line, a 
mile every thirty-six hours, and is a 
solid welded string from end to end, 
105 miles long, spanning ravines by a 
new type of “catenary” suspension. 


1Southern California Gas Co., Southern 
Counties Gas Co., Pacific Lighting Corp. 
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And it operates at 1,000 pounds’ pres- 
sure, twice ordinary pressures, high- 
est in the country. 

Moreover, it is reversible. During 
the winter months it draws gas from 
the unique La Goleta underground} 
reservoir northwest of Santa Barbara. 
In summer, it will draw in surplus gas 
from many oil fields to build up the 
reserve. 

The La Goleta reservoir is a gas en- 
gineer’s dream* in every way except lo-J 
cation. It is tight against leaks, so that 
gas put down into its depths will comejF 
out again, not be lost. It is so ampley 
that, where 2,000,000,000-cubic feet 
capacity was spoken of at its inception, 
today it holds fully 10,000,000,000 feet 
and apparently has room for more. 
There being a war on, multiple owner- 
ship of such a natural reservoir, which 


2 Pusiic UTILITIES ForTNIGHTLY, Vol. XXX, 
No. 13, p. 835, Dec. 17, 1942. 
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ould have raised obstacles in normal 
imes, was handled by “dedication,” a 
hice new synonym for condemnation. 

But it is a long way from the vo- 

acious gas-consuming Los Angeles 
basin. To be 100 per cent it should 
ave been found among the Los An- 
reles oil fields. For efficient use, as 
storage for emergency gas needed in 
old weather, it had to be brought closer 
n and that called for the pipe line. 

When La Goleta began taking in gas 
n the winter of 1942-1943, the largest 
peak load ever burnt in the Los An- 
reles area in a day was 450,000,000 
ubic feet, on January 9, 1937, during 
2 cold spell that froze oranges on the 
rees. 

At that time, a-reserve of 2,000,- 
D00,000 feet, to be drawn upon through 
he existing pipe line, seemed ample for 

hat might come. 

But since then, with increasing war 
-§ndustries and a couple of winters that 

ave been persistently cold, though sel- 

tom down to freezing, the one day’s 
peak load has risen to 550,000,000 feet, 
and an emergency might require a po- 
JMential of 700,000,000 for a day or 
wo. 


HILE there have been no freezing 
nights the past three winters, 
such as would call for sudden peak gas 
onsumption, there have been weeks of 
steady cold weather that raised con- 
sumption and tested the reservoir. 
ithout it, perhaps some household 
onsumption might have been cut down 
for short periods. Some industrial cus- 
omers were cut off, according to their 
ontracts and the nonessential nature 
of their business. And the industrial 
ar load steadily increased. 
So, last year the gas companies de- 
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cided to bring their big reserve right 
into the front yard, and as soon as pos- 
sible. Surveys were made with outside 
engineering firms assisting the compa- 
nies’ engineering departments to save 
time and make up for war shortages in 
personnel. The contractors also sat in 
on the preliminary studies, and much 
time and work was saved by making 
aerial photographs of the entire route. 

While this was going on, the con- 
tractors—two Los Angeles concerns 
accustomed to big, fast, and unusual 
projects*—assembled more than 200 
pieces of equipment for doing the work 
on a regular production line. Much of 
it was of large capacity, and some spe- 
cially designed and built. 

Work started late in July and was 
finished by New Year’s — about 165 
days all told—and the cost was around 
$4,000,000. 


— route was definitely scenic 
— “Interesting and frequently 
tough,” is the way the contractors put 
it. It climbed mountains, jumped ten 
canyons, crossed two rivers, followed 
highways here and took its own route 
over fields there, went through city 
streets, under sidewalks, pavements, 
and lawns. The right of. way was 
cleared to a width of about 30 feet, cuts 
were made where necessary in hills, and 
temporary working roads were built 
where the line ran off highways. 

From the reservoir to the first com- 
pressor station at Ventura, the pipe is 
16-inch diameter; from there to the 
second compressor station at Haskel, 
near Hollywood, it is 18-inch; and for 
the short distance to the Hollywood 


8 Pacific Pipe Line Construction Company 
and Pacific Crane & Rigging Company, Inc., 
Los Angeles. 
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station, it is 22-inch. The pipe came in 
40-foot lengths. Expansion of the two 
compressor stations was part of the job. 

The production line was a caravan, 
starting with the bulldozers that built 
working roads where needed, and the 
trucks that laid the pipe along the 
route. 

Then came a tractor with a crane 
mounted sideways and pulling a weld- 
ing generator. The crane lifted sections 
of pipe onto blocks about two feet above 
the ground, lined them up, and they 
were tack welded and finished by the 
“stovepipe” method, with two welders 
following up, working on opposite 


sides of the joint. 
eee was done, where necessary, 
both by a “wrinkle bend” method 
and a bending machine—a banding 
table with a winch and a bending shoe. 
The bending was done cold, and re- 
quired great care to avoid springing of 
the thin-walled, high-carbon steel pipe. 
For relieving stresses in the pipe on un- 
supported spans and for wrinkle bend- 
ing, oxyacetylene welding torches 
were used to heat it. 

Now the pipe was a solid string, 
welded together from end to end, and 
needed outside cleaning and protection. 
Along came a machine, mounted on the 
pipe itself, hauled by a tractor, and per- 
forming two operations simultaneous- 


ly. 
sure, twice ordinary pressures, 
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“MayBeE because it ends in Hollywood, the new pipe line 
of southern California gas companies was built with a little 
showmanship. It was built on an assembly line, a mile every 
thirty-six hours, and is a solid welded string from end to 
end, 105 miles long, spanning ravines by a new type of 
‘catenary suspension. And tt operates at 1,000 pounds’ pres- 
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. First, a series of wire brushes re 
volved around the pipe, cleaning off a 
rust and scale. Second, paint brushe 
followed with the first protective coat! 

Also mounted on the pipe was an 
other machine, hauled by tractor, whic 
spread an even coat of tar, and covered 
the pipe with a double layer of felt 
paper, applied from two rolls turning 
in opposition directions. 

Some of the pipe was cleaned, coated, 
and wrapped in yards. But all of it 
when wrapped, welded, and in the line 
got a test by the next machine to com¢ 
along, a “detector,” which carried one 
side of an electric current in a stee 
brush, and had the other connected to 
the pipe. 

As the brush revolved around th¢ 
wrapped pipe, sparks revealed an 
crevice in the wrapping, and defects 


were repaired. 
ones test was for perfect welds 
Sections of the pipe werd 
blocked off for hydrostatic testing wit 
water at 1,300 pounds’ pressure, ant 
any defects in welds were repaired. 
Now the ditching equipment showet 
up, of various types, according to the 
soil and terrain—some wheel, som# 
ladder, some dragline, digging a trenc 
that averages 4 feet in depth over muc 
of the route, and 28 inches in width 
Some terrain was rocky and had to be 
blasted ; some was loose sand, and thert 
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highest in the country.” 








BUILDING GAS MAINS ON THE ASSEMBLY LINE 


} tewere two river crossings in trenches 


side-down” rivers of southern Califor- 
nia, which may rage and tear in heavy 
rains, but most of the year are nothing 
more than sandy channels with the 
Bwater running underneath. The Santa 
Clara, for example, is only about 100 


ing§feet wide at low water where the pipe 


line crossed, and seldom more than a 
foot deep. But in the rainy season it will 


it¥be a mile wide and overflow its banks. 


The pipe lines were laid at the season of 
@lowest water, in late fall, when the 
@istreams could easily be diverted. Also, 
sites protected by high ground were se- 
lected for the crossings. 

When the trench was ready, tractors 
@with side cranes came along and lifted 
the welded pipe off its blocks and into 
gthe trench. Because enough sidebooms 
for laying the miles of pipe were not 
to be had, owing to war shortages, the 
contractors rigged nine portable booms 
gon tractors. The booms were made of 
9-inch steel pipe. 


yee and tamping called for in- 
genuity, because normally a big 
@crew would have been needed for tamp- 
ging along state highways. Backfill must 
be air tamped in 4-inch layers to con- 
form to the highway engineers’ rules. 
Common labor for this work was sim- 
aply unobtainable so the contractors 
@built two special sheeps-foot roller 
tampers, as tall as a man, and weighing 
2 tons apiece. The sheeps-feet, 120 of 
them to each roller, were welded on a 
24-inch cylinder, and so spaced that, 
‘fafter the roller had passed over ground, 
every square inch was tamped, and to 
160 pounds per square inch. The high- 
way engineers made one test of tamped 
soil and said, “OK—go ahead!” 
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A new departure in pipe-line con- 
struction were the “catenary’” spans 
over ravines. They have attracted at- 
tention among contractors and gas en- 
gineers. They were developed by an en- 
gineer committee for the gas compa- 
nies. 

The ravines crossed vary from 180 
to 420 feet, and the pipe hangs over 
them like a suspensory member in a 
suspension bridge, without supports 
other than its own anchors of buried 
pipe at each end. It assumes its own 
natural curve by its own weight, ap- 
proximately the mathematical “cate- 
nary” curve. 


HE transition from buried pipe at 

the ends to the suspension is made 
with prebent sections of pipe. The 
spans were installed after the anchors 
were in place. 

First, a string of pipe long enough 
for the crossing was welded up on one 
bank. This string was then pulled 
across by a cable, attached about 75 
feet from the end of the pipe. The pull 
cable passed over sheaves on a tempo- 
rary 25-foot-high tower on the bank to- 
ward which the pipe was being pulled. 
A hold-back cable, 75 to 100 feet from 
the other end, passed over another 25- 
foot tower and, when in position, the 
suspension was supported by these 
cables and towers until tied into the an- 
chor pipe by welds. 

When the cables were cast off, the 
pipe sagged into its final position. But 
it developed bending stresses that had 
to be corrected. Strain gauge readings 
were taken and stresses relieved by 
heating with welding equipment. 
Bands about 7 inches wide were heated 
around the top three-quarters of the 
circumference of the pipe, at 20-foot 
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Weather in Los Angeles Area 


C6 


HE Los Angeles area has freezing weather about once in three 


years, according to Weather Bureau records going back sixty- 
five years. Nine-tenths of the time the thermometer is neither above 80 
nor below 40. The difference between warmest and coolest years over 
more than a half-century has been 64 degrees. Weather that freezes 
oranges comes like a thief in the night, brings an enormous demand for 
gas that lasts hardly one day, because the peak is created largely by in- 


creased household consumption might and morning during the ‘cold 
spell” ” 





intervals. During this heating the pipe 
buckled outward slightly, forming a so- 
called “hot wrinkle” such as is some- 
times used for making bends in pipe 
lines. The hydrostatic test of 1,500 
pounds’ pressure was also given these 
suspensions. 

Cleaning the inside of the pipe was 
done on completion of the line. Tem- 
porary blow-out stacks were installed 
from 9 to 25 miles apart. Steel grit was 
then blown through the line at high 
velocity by natural gas at a pressure of 
400 pounds, the gas, dirt, and grit com- 
ing out of the stacks. On the chance 
that the gas might be ignited by a 
spark, emergency fire apparatus stood 
by during this operation. 


seit of two compressor sta- 
tions was increased, one at Goleta, 
the reservoir, belonging to the Pacific 
Lighting Corporation, and the other 
about one-third the distance from the 
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reservoir at Ventura, belonging to the 
Southern California Gas Company. At 
the intake, dehydration equipment “7 
installed to remove any water present 
in the gas before it enters the line, 
minimizing the hazard of pipe corro- 
sion. 

At Somis, about halfway along the 
line, a pressure-limiting station was 
built to operate at 785 pounds’ maxi 
mum from the receiving end and hol 
downstream pressure to 650 pounds. 

In Hollywood, a meter and regula 
tor station was built to measure gas 
going into city mains and cut dowt 
pressure to service requirements. 

In normal winter service, the lin 
began carrying 60,000,000 to 70,000, 
000 feet daily. Engineers estimate tha 
its top capacity for emergencies woul 
not be more than 165,000,000 fee 
daily, but this now seems to be ample 
insurance for the Los Angeles area, 
taking into account climate, war indus} 
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tries, adjustments made possible by 
shutting off some customers during 
emergencies, and so on. 

The Los Angeles area has freezing 
weather about once in three years, ac- 
cording to Weather Bureau records go- 
ing back sixty-five years. Nine-tenths 
of the time the thermometer is neither 
above 80 nor below 40. The difference 
between warmest and. coolest years 
over more than a half-century has been 
63 degrees. Weather that freezes 
oranges comes like a thief in the night, 
brings an enormous demand for gas 
that lasts hardly one day, because the 
peak is created largely by increased 
household consumption night and 
morning during the “cold spell.” 


sonnet this kind of peak was 
met by shutting off industries 
that would not be greatly hampered by 
one or two days’ production. Their gas 
was billed on that stipulation. 

But when war industries came, a 
different situation arose. They often 
operate on schedules as strictly timed 
as railroad timetables, with parts from 
many subcontractors arriving at the 
assembly line within the hour, and be- 
ing built into planes, ships, and other 
war essentials, for delivery on a sched- 
uled day. This type of industry could 
not be shut off. If an emergency arose, 
it would have to be the householders 
who are shut off, and people in the Los 
Angeles area know that and are ready 
to live through maybe two or three 
days of what, in Paris last winter, was 
a steady diet of chilblains and sniffles. 

The new pipe line was planned and 
rushed through to take care of war in- 
dustries first, and be a blessing to 
householders after these industrial cus- 
tomers are supplied. War industry de- 
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mand is still rising, as the Pacific war 
is intensified. With the defeat of Ger- 
many, still more gas will be needed in 
the Los Angeles area, rising to some 
unknown point depending on the length 
of that war. With its 165,000,000 peak 
capacity, supplementing for a day or so 
the other pipe lines from more distant 
gas supplies, this new line from La 
Goleta is fairly certain to take care of 
what may come during war, and leave 
the Los Angeles area with facilities 
that it will have to grow up to indus- 
trially. 


N” the least interesting aspect of 
the job was labor in a tight area. 
The contractors had to accomplish the 
maximum with a minimum of men, 
and so recruited picked crews from far 
and wide, even the “muckers” being 
skilled workers. Some of them, like the 
welders, had to pass tests before being 
allowed to work on the line—samples 
of their work were given tensile 
strength, backbend, and nick-break 
tests. 

Only a top welder was trusted to 
make the first “pass” around the joint, 
the “stringer bead” that guides those 
who follow. And it took close team- 
work between skilled men and heavy 
machines to “wrinkle bend” the big 
pipe in its many contortions along the 
route. 

La Goleta reservoir is a sandstone 
formation 20 per cent porous, and en- 
closed in leak-proof rock, which soaks 
up gas like a sponge and holds it. Orig- 
inally, it was an oil field, and the Span- 
ish discoverers found Indians living 
there, using the asphalt from seepages 
to make their “basket mortars,” which 
had a stone base in which to grind 
acorns, and a woven basket top to keep 
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the grist from scattering. When oil 
drillers got around, in 1931, there was 
a rush; wells were drilled as close as 
one in every two acres, gas was wasted 
to the air, and the field was practically 
exhausted by the time gas engineers 
found it suitable for underground stor- 
age purposes. 

Long after the present emergency 
has passed, with no peak loads being 


laid on La Goleta or the new pipe line, 
the reservoir will still be paying big 
dividends to the public by storing pe- 
troleum gas incident to oil production 
which must either be used or stored or 
be lost to the air. For the pipe line, 
apart from its war uses, is a permanent 
conservation structure collecting petro- 
leum gas from many points and putting 
it all safely down the hatch. 





Farm Collectivism—A Shocking Idea 


¢ ie government has spent hundreds of millions of dol- 

lars at Grand Coulee ... to create a great hydroelectric 
plant and irrigation water for upwards of two million acres of 
land. If we are to have socialized power from this vast tax ex- 
penditure, why not have government-operated farms on the 
land which the government plans to irrigate, in order to provide 
the public food at cost, thereby saving the average family many 
dollars a month? 

“Of course, the idea of publicly owned farms is rather shock- 
ing to many people, but there is no difference between the public 
ownership of power plants and the public ownership of farms. 
They are all part of the same socialistic philosophy. 

“The farmers, who are supposed to be the greatest exponents 
of private ownership of property, are living in glass houses 
when they throw stones at the thousands of individuals who 
have their savings invested in a private electric company in- 
stead of a private farm. If we are to adopt state socialism in 
the United States and do away with the profit system, let’s 
start at the foundation of all wealth—namely, the land—for 
that is the ultimate goal of those who would socialize industry 
piecemeal.” 

—EDITORIAL STATEMENT, 
Industrial News Review. 
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Some Public Power Worries 


Outlook for postwar employment of the surplus war- 

load Federal power facilities and the possible effect 

of the available surplus energy on the ownership, 

location, and decentralization of some of the major 
industries of the country. 


By T. N. SANDIFER 
Pies power authorities have 


jumped eagerly to the fore in all 
regional efforts to promote post- 
war industrial developments—particu- 
| larly of those industries which will 
depend on electric power for operation. 

There are obvious reasons for this. 
Roughly, public power is in no dif- 
ferent situation from the private utility 
product, in that it must have some place 
to go—and apparently public power of- 
ficials, particularly in the West where 
they have fostered a huge development 
of publicly owned facilities, can see 
that, after the war, they must have the 
industry to justify their expanded 
plant. And that industry may not be 
there. 

These public power officials, there- 
fore, are found in Washington today, 
in the van of those civic, municipal, and 
other local groups, mostly from the far 
West, who are pressing for a decentral- 
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ization of the East’s huge war indus- 
trial establishment. Public power 
wants some of that industry very bad- 
ly—especially in the Columbia river 
basin, and in the Bonneville power field. 

As they state the position, it is not 
altogether one of selfish preservation. 
Administrator Paul Raver, of the Bon- 
neville empire under Secretary of In- 
terior Ickes, told a congressional com- 
mittee, for instance: 


The government having installed the war- 
load facilities (in the West), so to speak, and 
taking the chance of the loss of the load in 
the war-load facilities, it will create a great 
deal of surplus power in this region avail- 
able for sale, and presumably these (private) 
companies will be the distributors to sell it 
to, and it will not be necessary for them to 
expand their own facilities to take care of 
the normal growth load in the region, any 
more than it is necessary for them to take 
a revenue loss now in the postwar drop in 
business—so that these companies, after the 
war, will probably be in a better position to 
carry on than before. They will have avail- 
able in this region, for their own promotional 
and development program, a great supply of 
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hydroelectric power — assuming the war 

plants close down. 

In short, the private companies will 
not be overexpanded when war indus- 
tries close out, and can go on serving 
their normal outlets, but if a great de- 
velopment takes place, they can still 
cash in by using the surplus govern- 
ment power. Put another way, if the 
war hadn’t come and if there is no com- 
parable industrial activity after the 
war, it might prove that the govern- 
ment’s power program in those west- 
ern areas lacked economic support, or 
was ahead of the demand. 


HIS is, of course, a figurative in- 

terpretation, and no _ western 
spokesman would be heard admitting 
any such condition. However, while 
the language used by the public power 
men is different, the story is very simi- 
lar to that of some others advocating 
an industrial expansion for their com- 
munities, but admitting that the cus- 
tomers would have to be found for the 
product, after the plants were built. 
Public power officials from Bonneville 
and Columbia admit frankly that they 
are after the customers. 

Resulting both directly and indirect- 
ly from the industrial work of the Bon- 
neville Power Administration, with 
local, state, and Federal agencies co- 
Operating, said Raymond Miller, chief 
of the industrial analysis section of the 
BPA, more than a score of plants have 
been established since 1939 in the area 
that power development covers. 

“The Bonneville Power Administra- 
tion has been keenly aware of its posi- 
tion of leadership in the region,”’ said 
Mr. Miller, discussing the problem be- 
fore a congressional committee. “It 
has focused its attention upon the de- 
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velopment of new industry, particular- 
ly the type of industry that depends 
upon large blocks of low-cost power for 
its existence. 

“Most of the heavy power-using in- 
dustries are the producers of primary 
metals, chemicals, and certain nonme- 
tallics such as aluminum, magnesium, 
zinc and copper, electric iron and steel, 
ferroalloys, calcium carbide and cyan- 
imid, chlorine and caustic soda, elec- 


trolytic hydrogen and fixed atmos- | 


pheric nitrogen, phosphorous and 
phosphoric acid-fused alumina, silican 
carbide, and many others.” 


Penge has charged the BPA 
with the sale of Columbia river 
power, he concedes at the outset, and 
“that of course,” he adds, “is our first 
responsibility, but we would be dere- 
lict in our duty if we did not endeavor 
to conduct our industrial development 
activity so that the final result is a 
soundly and permanently industrialized 
region with a permanently solid power 
load and a growing power use by a 
prosperous population.” 

The presence of such power loads 
may be credited with the number of 
plants of this type that have been drawn 
to the region; but back of the current 
agitation for more decentralization of 
heavy industry admittedly is a fear that 
many of these plants are strictly “dura- 
tion” affairs. 

Of the number mentioned here, the 
aluminum plants, magnesium plants, 
and some of those for ferroalloys are 
frankly war babies that may or may 
not remain in the region, or in opera- 
tion in any event, “depending,” as Mr. 
Miller admitted recently, ‘upon 
whether we can develop outlets for 
their products.” 
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SOME PUBLIC POWER WORRIES 


It can be expected that very con- 
siderable pressure, politically and from 
the agencies concerned, will be exerted 
to this end in the coming months. What 
has been stated as the No. 1 problem 
of the public power authorities in the 
far West also happens to be the prob- 
lem of the same rank with municipal, 
civic, and business groups of the area. 
Consequently, Washington is current- 
ly witnessing concerted effort of these 
groups and public power officials to- 
ward insuring that at least a substantial 
part of current war activity be retained 
in some way, and new industries drawn 
into the region in the postwar period. 
at HE people,” as one of these 
spokesmen expressed it, “want 
a completely integrated light-metal in- 
dustry to provide new employment op- 
portunities, and the administration de- 
sires to use its electric power in those 
industries that will give the people 
postwar employment and small busi- 
ness new opportunities to establish and 
prosper.” 

In all of this agitation so far, the 
emphasis has been on light metals— 
aluminum, magnesium, and various al- 
loys—and for frankly stated reasons; 
their production entails considerable 
use of power, and, in the case of the 
western states particularly, a consider- 
able part of the war capacity now op- 
erating in these metals is government 


owned, and is, or will be, declared sur- 
plus after the war. Moreover, in the 
case of aluminum, magnesium, the 
Geneva steel mill, and certain oil pipe 
lines in the region, no option was given 
the private management handling these 
facilities for the government to pur- 
chase them after war production 
terminates. This means they would be 
on the open market, under Surplus 
Property Disposal rules. The latter, as 
now drawn, favor public ownership 
purchasers — codperatives or munici- 
pal groups. 

Where options do exist in favor of 
purchase by the current private busi- 
ness management, they are subject to 
certain qualifying conditions. 


Ox of these is a disposition at the 
Department of Justice to examine 
all option deals closely, and in other 
quarters an actively challenging at- 
titude toward the existence of such op- 
tions. Secondly, where it is desirable 
that the management waive or ter- 
minate its option, a very candid state- 
ment by a Defense Plant Corporation 
official may be illuminating. Respond- 
ing to questions on the subject of op- 
tions, this official told a Senate com- 
mittee: 
Now we have not said “we think you 
should waive your option’—however, I 
might give you some examples as to how 


that works. We have frequently had equip- 
ment in a contractor’s plant, and, so far as 


e 


the private utility product, in that it must have some place 


q “ROUGHLY, public power is in no different situation from 


to go—and apparently public power officials, particularly 
in the West where they have fostered a huge development 
of publicly owned facilities, can see that, after the war, 
they must have the industry to justify their expanded 
plant. And that industry may not be there.” 
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that plant becoming idle is concerned, under 
our agreement there is no obligation to re- 
move it until termination of the lease. 

We have said that we would remove that 
equipment when it becomes idle provided 
the option is waived. Waivers are secured 
that way oftentimes. 


The Senate Special Committee on 
Small Business has interested itself 
particularly in the light metals indus- 
try, in connection with postwar devel- 
opments in the public power areas of 
the West, and the hearings which be- 
gan before that committee on the fu- 
ture of light metals, the last week of 
February rather bear out the part that 
public power groups are taking in the 
promotion of these industries in the 
West, and in fact that other govern- 
ment agencies also are taking. 


H**s A. KLANGSBRUNN, general 
counsel of Defense Plant Cor- 
poration, the government subsidiary 
that built these and many other plants 
now in war production under private 
management, discussed the govern- 
ment’s stake in light metals produc- 
tion; R. S. Reynolds, of Reynolds 
Metals Company, has talked on the fu- 
ture of the aluminum industry, so far 
in. the proceedings. 

Early in March, Henry Kaiser, head 
of the company of that name now op- 
erating the Fontana and other metal- 
producing plants in the West in war 
production, appeared on the same sub- 
ject. Some future witnesses and their 
subjects, at this writing, may indicate 
the trend of. committee interest : 

David Lilienthal, TVA, and Paul J. 
Raver, Bonneville, on “The Light 
Metals Future in Developing Inde- 
pendent Businesses in the South and 
West; The Role of Public Power” ; 

Hans Klingsbrunn, general coun- 
APR. 12, 1945 


sel, DPC, “Economic Utilization and 
Costs of Government Plant Opera- 
tions” ; 

Representatives of Spokane ( Wash.) 
Chamber of Commerce, “The Disposi- 
tion of Plants and Future Prospects of 
the Industry in the Pacific North- 
west”; 

Also, Maury Maverick, chairman of 
the Smaller War Plants Corporation, 
Guy Gillette, chairman of the Surplus 
Property Board, Wendell Berge, De- 
partment of Justice in charge of the 
antitrust branch, among others. 


Fans ncmaoigag of major con- 
siderations in this situation 
points almost inevitably to a program 
that, in full bloom, must combine pub- 
lic power with publicly owned plants, 
or, at best, semiprivate operation that is 
heavily, even if indirectly, subsidized 
from government sources. Such gov- 
ernment aid could be in easy purchase 
plans, favorable taxation, lease on 
nominal terms of government-owned 
patent processes, use of government 
research facilities and experts, and in 
other ways. 

Some of these considerations are: 
possible high-cost production under 
peacetime conditions, dislocation for 
normal industry purposes of the raw 
materials-producing plants, reluctance 
of private capital to venture into manu- 
facture in certain fields under peace 
conditions. 

As an instance, some aluminum in- 
got plants in the West ship the metal 
East for fabricating into sheets and 
other forms, after which it is neces- 
sary to ship it West again for incor- 
porating into airplanes and other war 
equipment. 

Accordingly, suggestions have been 
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Expansion of Private Companies 


“_. . the private companies will not be overexpanded when war indus- 

tries close out, and can go on serving their normal outlets; but if a great 

development takes place, they can still cash in by using the surplus 

government power. Put another way, if the war hadn’t come and if 

there 1s no comparable industrial activity after the war, it might prove 

that the government’s power program in those western areas lacked 
economic support, or was ahead of the demand.” 





made that it might be desirable to move 
some of the equipment in government 
alumina and fabricating plants closer 
to the ingot plants in the Northwest; 
and for the government to adjust rent- 
als or sales terms on government 
plants in order to cover the costs of re- 
opening any plants shut down because 
of man-power shortages and to cover 
any unusual costs of operations that 
can be charged to the government’s war 
policies. 


C may be desirable—it has been sug- 
gested—that the government hold 
“for the national interest” the bauxite 
deposits of islands taken from the 
Japanese, as in the Carolines, and to 
lease them to business interests that 
will use them in connection with the 
operation of Northwest reduction 
plants. 

These suggestions, it might be 


483 


pointed out, come from the chief of the 
section of market analysis of the Bon- 
neville Power Administration, at Port- 
land, Or. He was asked, on occasion, 
if his organization would directly 
recommend that private enterprise do 
not take over the aluminum plants built 
and owned by the government for war 
purposes. To this he answered: “Our 
thought is in the line of private enter- 
prise, but not to have one big company 
manufacture all these products.” 
Apart from light metals, there are 
proposals also for expansion of the 
West’s steel-and-iron producing facili- 
ties; but this outlook is affected by the 
admitted situation that there is a re- 
ported excess of blast furnace and 
carbon steel capacity in Utah that, as 
somebody said, should certainly be 
used at capacity before additional 
plants are attempted further West. 
It is not surprising to find that Bon- 
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neville engineers have become actively 
interested in the West’s sulfite pulp, 
and caustic soda-chlorine plants. These 
are electrolytic plants in which the cost 
of power is a major item. Hydrogen 
also is produced by electrolysis; and 
the position of the area in relation to 
sources of fats and oils from the far 
East, after the war, makes of addition- 
al interest a new vacuum distillation 
process involving power, and in which 
power cost is a major factor. 


HE chemical field is being ex- 

plored, and in connection with the 
presence of vast power reserves ex- 
pected after the war the possibilities 
are being widely advertised in the East, 
primarily by research experts of the 
various public power authorities of the 
West. Electrometallurgical and elec- 
trochemical developments are being 
followed closely by these officials, in 
which interest, of course, they have a 
natural support from regional groups 
which must keep in mind the after-war 
situation. Even if they were not alert 
in the matter, they doubtless would 
have been reminded by the public pow- 
er sponsors in the area. 

The chief of the industrial analysis 
section of Bonneville said in this con- 
nection: ‘The Bonneville Power Ad- 
ministration has sought and received 
the full codperation and support of 
local groups, and is continuing to carry 
its full share of the burden of indus- 
trial development in the region.” 

Some idea of the outlook, from the 
viewpoint of the power officials, is 
gained from a realization that the 
aluminum ingot plants in the Pacific 
Northwest consume as much electric 
energy as the entire states of Oregon 
and Washington used before the war. 
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They have, during the war, accounted 
for nearly 60 per cent of the revenues 
of the Bonneville Power Administra- 
tion. 


HERE are six of these aluminum 

plants in the area mentioned, of 
which four are government owned 
and two private. The government 
has $106,000,000 in these plants. 
There is thus a picture of approximate- 
ly half of the government’s investment 
in dams and power facilities there, rep- 
resenting about $165,000,000, serving 
a northwestern aluminum industry 
which is predominantly government 
owned also. 

The private plants, it is believed, will 
stay put. The government plants may 
or may not remain in operation. In 
view of the normal surplus in alumi- 
num capacity now represented in the 
government plants over the country 
generally, it may be questioned if these 
will stay, except under unusual pres- 
sure, or unless they are operated pri- 
vately. In their favor is the fact that 
they are low-cost producers, because of 
the low cost of their government pow- 
er. The same power factor probably 
would apply in the case of the private 
plants. 

But it is obvious, as the matter 
stands, if these and other war plants 
close when need of their capacity 
ceases, the huge public power develop- 
ment in the region will lose a heavy 
customer, even if the money it receives 
is coming from the same pocket that 
built it, and makes up any deficit it 
might incur in its operations otherwise. 


HE BPA has indicated its interest 
in encouraging continued opera- 
tion of the private plants after the war, 
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as well as a number of smaller private 
enterprises in the same field. However, 
its position also is that, since the Fed- 
eral government is in the aluminum 
business “up to its teeth,” as one official 
expressed it, the Federal authorities 
should adopt comprehensive policies to 
protect this government interest. 

This analysis of the position is no 
exaggeration. The government owns 
more than half the national capacity 
for producing alumina, the basic ma- 
terial entering aluminum ingot manu- 
facture; it likewise owns more than 
half the ingot capacity, meaning the 
basic form of aluminum before more 
detailed fabrication; the government 
owns more than a third of the sheet 
capacity, more than a third of rolled 
rod and bar capacity, nearly two-thirds 
of the forging capacity, more than half 
of the extrusion capacity, and three- 
fourths of the cylinder-head capacity 
for aircraft engines. 

This vast expansion of facilities and 
government development resulted di- 
rectly from the war. A strong argu- 
ment is made by agency spokesmen for 
keeping, in one way or another, the 
most important part of this industrial 
development useful in peace, and avail- 
able for any new war need. The pre- 
war market for aluminum, however, 


SOME PUBLIC POWER WORRIES 


was only about one-fifth of the output . 
represented in the industrial capacity 
today, and the northwestern mills 
could almost supply this prewar need, 
if not more than supply it, without 
regard to other productive capacity. 


epee points to such possible solu- 
tions after war demand ceases, 
then, as a drastic shutdown of facili- 
ties, beginning with the government 
plants — a shutdown that was well 
under way until recent war situations 
revived demand—or an intensive pro- 
motion of aluminum use or other new 
outlets for a capacity so out of line 
with previous needs. As seen, the first 
course would mean a severe drop in 
revenues for at least one of the huge 
public power empires. It is reasonable 
to suppose this would be the case with 
other public power systems now serv- 
ing war industry, especially aluminum 
and magnesium. 

There might be a subsidized run for 
some time after the war, to stockpile 
aluminum ingot as a future war re- 
serve, in view of the known deficiency 
of domestic bauxite reserves of high 
quality. This would insure operation 
of government plants for a time. 

If the demand for aluminum failed 
to increase enormously, or if it could 
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pacity for producing alumina, the basic material entering 


q “THE government owns more than half the national ca- 


aluminum ingot manufacture; it likewise owns more than 
half the ingot capacity, meaning the basic form of alumi- 
num before more detailed fabrication; the government 
owns more than a third of the sheet capacity, more than a 
third of rolled rod and bar capacity, nearly two-thirds of 
the forging capacity, more than half of the extrusion 
capacity and three-fourths of the cylinder-head capacity 


for aircraft engines.” 
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not compete with new materials for 
some purposes, this last course would 
merely postpone the reckoning. It may 
be for this reason that the agitation 
from public power spokesmen, there- 
fore, extends to some of the newer in- 
dustrial possibilities also, and, for 
logical reasons enough, to development 
of these possibilities in the public pow- 
er domains. 


—— in their program are new 
synthetic fabrics, using various cel- 
lulose or pulp base materials, derived 
from wood; wood products such as the 
new plywoods that can compete with 
metals in aircraft construction, boat 
building and many others; resins and 
binders for making this laminated 
wood; and various chemical industries, 
including the new plastics. 

The story in some current chemical 
industries in the West parallels rough- 
ly, and on a lesser scale, the situation 
in aluminum. Calcium carbide pro- 
duced in that area has entered produc- 
’ tion of acetylene, used in welding in 
the Pacific coast shipyards. The need 
is foreseen by public power spokesmen, 
therefore, to develop chemical plants 
for preparation of derivatives of 
calcium carbide, to insure continued 
outlet for the capacity presently found 
in the Northwest, which runs about 
130 tons per day. 

This in turn leads into other chem- 
ical industries, familiar to chemical en- 
gineers, but a large part of such indus- 
trial development would be postwar, 
and this future development is a part 
of the program now being urged by 
legitimate civic and business interests, 
led by spokesmen and officials of the 


big public power projects of the West 
and elsewhere, and being warmly re- 
ceived by the congressional members 
from the numerous states interested. 


g™ another ramification of the 
general plan extends to fertilizer 
production, in turn tied in with new 
reclamation projects, and here are 
found the codperatives, lending their 
support, and, in turn, certain labor or- 
ganization spokesmen, all for basically 
important reasons quite apart from 
any desire to see that the expanded 
publicly owned power systems have 
adequate revenue outlets when war in- 
dustry tapers off. 

In short, business and labor interests 
in the areas affected can see the pos- 
sibility that huge shipyards, numerous 
metal plants, mushrooming aircraft 
factories, and other war activities may 
not go on when the prime reason for 
their existence ceases. This time may 
be a long way in the future, all things 
considered, but they want to keep these 
industries. 

The public power authorities in the 
localities have made it a major activity 
of their own to find ways in which 
these or other industries may be kept, 
and are allied with the local interests 
engaged in seeing that they are main- 
tained. 

While the Northwest and West have 
been emphasized in this connection, the 
idea is by no means confined to their 
sections ; and in this respect there may 
be competing interests when the votes 
are sought. The movement is there, 
however, and if it dies, the huge public 
power enterprises will be the first to 
feel it. 
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Lighter-than-air Ship Role 
In Postwar ‘Transportation 


Its outlook is bright for the United States, declares 

the author, especially so because this is the only 

country which has the safe helium gas with which 
to inflate the dirigibles. 


By ROBERT M. HYATT 


or not, is concerning itself over 

postwar transportation. It is one 
of the major topics being discussed by 
leaders of industry, diplomats, and of 
course the best aeronautical brains of 
those countries. 

Today, on wartime missions, Amer- 
ican airplanes are flying world oceans 
in veritable droves. But what about 
peacetime? Unquestionably, America 
is a bit in the lead in the all-round pic- 
ture of air transit, and she has made 
some elaborate predictions of things to 
come. Here are a few: 

Gigantic flying wings which will 
roar through the stratosphere with 400 
passengers; super freight planes that 
will handle unheard-of cargo loads; a 
series of unsinkable steel ‘“seadrome 
islands” anchored at intervals across 
the Atlantic which will permit the 
smallest sports plane to hop the ocean 


i ee nation in the world, at war 
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in easy jumps; jet-propelled or rocket 
ships that will zoom across the con- 
tinent in four or five hours; vastly re- 
duced air transport rates. 

Probably all these things will come 
to pass, but it seems that these modes 
of transit are within the realm of any 
country. The United States has an- 
other card up her sleeve which, if she 
cares to play it, will give her air domi- 
nance; at least it will give her a mode 
of passenger and freight transporta- 
tion that no other nation can success- 
fully utilize. You guessed it—airships. 
And why will airships make America 
supreme in air transit? The answer is 
helium, an exclusively American 
treasure, 

The lighter-than-air ship is a cinch 
bet for this side of the world, and there 
is no possibility of competition, because 
Uncle Sam owns all the commercial 
helium in existence. 
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Helium is the only positively safe in- 
flation medium for dirigibles. It is ex- 
plosion- and fireproof. Hydrogen gas, 
highly inflammable, must be employed 
by every other nation considering safe 
airship travel — unless the United 
States decides to share her store. 


—— the destruction of the German 
' airship, Hindenburg, at Lakehurst, 
New Jersey, in 1937, the public has 
nursed the idea that large airships had 
met their permanent doom. Nothing 
could be farther from the truth. Had 
the Hindenburg been filled with helium 
instead of hydrogen gas, the tragedy 
would never have occurred. 

How safe is an airship? Between 
1899 and 1939, a total of 151 rigid air- 
ships were built, 131 in Germany, 16 
in England, and 4 in the United States. 
None of these exists today, all having 
been wrecked or dismantled. We have 
profited by those early blunders in air- 
ship construction and inflation. In con- 
sidering the safety of airships we must 
take into account the relative safety of 
all forms of transportation, each of 
which has suffered an occasional fatal 
accident. Some recent air transport and 
railroad tragedies serve to point this 
up. The airship’s safety potential might 
be reckoned thus: 

In carrying 459,000 passengers, 
commercial airships never had a single 
passenger fatality until the Hinden- 
burg disaster. The several other air- 
ship accidents which occurred prior to 
that were not commercial ships in any 
sense of the word, but military craft de- 
signed, built, and operated by person- 
nel just learning their business. 


\ J have repeated airplane crashes 
with resultant heavy loss of life 
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and property, yet the public accepts this 
philosophically, and air lines are 
swamped with requests for flight 
tickets. The same applies to the rail- 
roads, which during the past year have 
had a startling series of accidents. 
These things are accepted and passed 
over lightly perhaps because we are all 
accustomed to occasional crashes with 
the well-known types of transport. 

Isn’t it time then that we looked into 
the real history of airships? The first 
and only airships designed for and em- 
ployed in transoceanic commerce were 
the Graf Zeppelin and the Hindenburg. 
They set brilliant records. For six 
years the Graf Zeppelin carried on 
scheduled commercial service between 
Central Europe and South America. 
The larger, more modern, 1926-model 
Hindenburg in scheduled merchant 
service repeatedly flew both the 4,000 
miles over the North Atlantic to this 
country and the 6,300 miles to South 
America, the latter in four days (it re- 
quired two weeks by steamer). Be- 
sides passengers and mail, the diversi- 
fied cargoes of these airships included 
motorcars, airplanes, thousands of ca- 
naries, antelopes, and ‘‘Susie,’”’ the 
famous gorilla. 


ERE are some of the outstanding 
factors recommending the use of 
airships for commercial purposes: 
They will haul hundreds of tons of 
bulky cargo and several hundred pas- 
sengers, with comfort and plenty of 
free space. They are virtually flying 
hotels with almost identical accom- 
modations — staterooms, promenade 
decks, lounges, smoking rooms, bars, 
sunrooms. Meals are prepared on board 
from a plentiful supply of fresh food- 
stuffs. " 
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While the airship is not so fast as 
the plane, these monsters of the skies 
are the real work horses and have cut 
many hours from Clipper records on 
long hauls because they can fly great 
distances without refueling. Over the 
Pacific, from San Francisco to Manila 
and Hong Kong, Clippers made the 
trip in a series of hops, stopping at 
Hawaii, Midway, Wake, and Guam 
for gas and service. This zigzag route 
added up to a total of 8,746 miles 
which the Clippers had to fly to nego- 
tiate the actual 6,904 miles between 
San Francisco and Hong Kong—an 
easy nonstop flight for the airship. 

Airships cruise at an average of 
from 75 up to 100 miles an hour, while 
the flying boats step along at upwards 
of 200. Yet for the 5-year period end- 
ing December, 1941, we find that 
transpacific Clippers between San 
Francisco and Hong Kong had an “ef- 
fective” average speed of about 35 
miles an hour westward, and about 33 
miles an hour eastbound! Airships 
would beat Clippers to Hong Kong by 
three days and fifteen hours. 


N winter months, when weather con- 
ditions force the Clippers to cir- 
cumnavigate storms and thus pile up 
many extra hours of travel, the average 
time to negotiate the 3,363 miles be- 
tween Lisbon and New York was four 


days and sixteen hours, and the aver- 
age speed only about 33 miles an hour! 

The traveler is interested primarily 
in how long it takes him to get to his 
destination after his scheduled depar- 
ture time, and not in how fast he goes 
per hour while his craft is in motion. 
This same thing—plus cost—applies 
to commercial haulage of freight and 
other cargoes. 

While airship skippers like trans- 
port pilots will not knowingly venture 
into bad storms, the former has far less 
to worry about if caught in one. His 
giant ship carries fuel for thousands 
of extra miles. There are no delicate 
surfaces projecting (as wings) to of- 
fer hazards in high winds, and he can 
stay aloft indefinitely even with all his 
engines shut off. Landing in darkness 
and dense fog hold no terrors for the 
airship skipper. He can come in at a 
snail’s pace, and even hang suspended 
over the field while checking landing 
conditions. 

Experts on all types of transporta- 
tion are agreed that the airship is the 
safest and one of the most economical 
forms of long-distance transport we 
have. Let us look at the economical 
side for a moment. Available statis- 
tics show that between March 31 and 
December 7, 1940, an average number 
of three and one-fourth Clippers flew 
a total of 1,105,355 ton-miles of pay- 
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an hour, while the flying boats step along at upwards of 200. 


q “AIRSHIPS cruise at an average of from 75 up to 100 miles 


Yet for the 5-year period ending December, 1941, we find 
that transpacific Clippers between San Francisco and Hong 
Kong had an ‘effective’ average speed of about 35 miles an 
hour westward, and about 33 miles an hour eastbound! Air- 
ships would beat Clippers to Hong Kong by three days and 
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load over the North Atlantic. Between 
March 31 and December 7, 1936, the 
Hindenburg, singlehanded, flew a total 
of 1,016,850 ton-miles of payload over 
the North and South Atlantic. The one 
airship, with only about one-quarter 
of their combined horsepower, thus did 
practically as much as three and one- 
fourth Clippers. 


B= on actual 1940 performance 
of that type, it would have taken 
nearly seven Clippers of that vintage to 
do the possible useful work of one 
1936-model airship. Note these strik- 
ing comparative figures: 

One airship of that period required a 
crew of forty-four, and four engines 
with a total horsepower of 4,400, 
while seven Clippers require crews 
totaling seventy-seven, with twenty- 
eight engines of 42,000 horsepower. 

The saving in fuel, engines, and 
man power is readily apparent. This 
should clearly force a place for the 
ocean-going airship. Our wartime 
blimp operations have shown us that 
we can operate airships under much 
worse conditions than wehad imagined. 
Their missions have carried out well. 

In peacetime also, blimps have set an 
outstanding record. Until the U.S. 
took over all their ships, Goodyear 
commercial blimps had made 152,441 
flights, flown 93,096 hours and 4,166,- 


390 miles, and had carried 407,171 
passengers without so much as a 
scratch on a single one! 

In long nonstop voyages by the air- 
ship, intermediate traffic could be in- 
cluded. By use of hook-on planes, a 
feature well solved by your Navy, both 
cargo and passengers can be picked up 
or landed en route without interfering 
with the airship’s steady march to the 
main terminal. 


HY not airships then for long- 

distance mail, passengers, and 
freight? We need seaplanes and land 
planes; ocean-going cargo vessels and 
luxury liners. We need airships, too. 

America has an inexhaustible supply 
of helium, a world monopoly. Our 
large-scale blitz operations on the 
Atlantic and Pacific against sub- 
marines has given us many highly 
trained (blimp) airship engineers and 
skilled workmen. These men are ready 
to begin building and operating the 
greater ships we need. 

Germany established enviable rec- 
ords with her airships, notably the 
Graf Zeppelin and Hindenburg, all of 
them necessarily inflated with danger- 
ous hydrogen gas. Is there any reason 
to believe that we, with unlimited 
helium, cannot outdo Germany in the 
construction and operation of lighter- 
than-air craft? 





“. .. that word ‘reconversion’ is probably a bad term to use. ‘Conversion’ 
would be better. Reconversion seems to suggest that we’re going back to 
something. I can’t see a great deal in our industrial history that would 
arouse any great enthusiasm for going back. The idea should be to go 
forward to a new setup whereby there will be a much higher level of 
employment, and a higher standard of living, than we’ve had in the past. 
So let’s call it ‘conversion. ” 


—Lewis M. Git, 


Alternate public member, National War 
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Labor Board. 
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Wire and Wireless 
Communication 


ONSOLIDATION of all the interna- 
tional communications services of 
the thirteen companies operating from 
this country in the foreign field into one 
privately owned corporate entity was ad- 
vocated last month by James Forrestal, 
Secretary of the Navy, before a Senate 
Interstate Commerce subcommittee 
which opened hearings on the proposed 
merger. 

Sponsored by the Navy, the plan calls 
for the establishment of a national en- 
terprise for the consolidation of all ra- 
dio and cable services, including radio- 
telegraph and radiotelephone, with spe- 
cifically limited government supervision 
and control of its otherwise independent 
management and operation. 

Appearing as the first witness, Mr. 
Forrestal said that he had “very re- 
luctantly” come to the conclusion that 
“in this particular area of activity, com- 
petition is no longer desirable and will 
prove even more undesirable in the fu- 
ture.” The merger was necessary, he 
argued, not only as a measure of na- 
tional defense and security, but “in the 
interest of national sovereignty in inter- 
national communications.” 

In most foreign countries, interna- 
tional communications are either owned 
or controlled by the government, Mr. 
Forrestal said, and this has enabled for- 
eign enterprise, presenting a united front, 
“to play our competing commercial in- 
terests against each other,” and in other 
ways, which he said he preferred to dis- 
cuss in executive session, to affect dis- 
advantageously the interests, public and 
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private, of this country. He stated: 


The fact is that modern communications 
are the warp and woof of international so- 
ciety, and therefore are a matter of sover- 
eign rather than private interest. Our dip- 
lomatic «and military affairs are so vitally 
dependent upon the comprehensiveness, efi- 
ciency, reliability, and security of interna- 
tional communications, that the continua- 
tion of private competition in such commu- 
nications can no more be nationalized than 
could the administration by private enter- 
prise of the diplomatic and military affairs 
themselves. 


ENATOR Burton K. Wheeler, chair- 

man of the committee, pointing out 
that all departments of the government, 
including the Navy, are opposed to a sin- 
gle corporation for postwer overseas 
aviation, asked the Secretary how he 
“rationalized” with that opposition his 
support of the proposed corporate con- 
trol of communications. 

“There is a fundamental difference in- 
volved,” Mr. Forrestal replied. “Avia- 
tion does lend itself to competitive enter- 
prise, communications do not.” 

The Secretary said he was sure that 
the Navy plan could be worked out from 
a physical standpoint, but conceded that 
some opposition might be encountered 
from private industry. 

Asked by Senator Wheeler whether 
press radio services should be included 
in the Navy proposal, Mr. Forrestal re- 
plied: “It is a question whether you can 
separate the segment from the whole.” 

Under the Navy plan, the Secretaries 
of State, War, Navy, Commerce, and the 
Postmaster General would be the original 
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incorporators and they or representa- 
tives appointed by them would continue 
thereafter to serve on a proposed direc- 
torate of twenty members in narrow lim- 
its of participation. 

The government members would have 
veto powers over the employment of any 
alien in an executive or administrative 
capacity, the acquisition or holding of 
foreign property or securities, and the 
negotiation of contracts, agreements, or 
arrangements with foreign countries. 

The corporation would be privately 
capitalized by stock subscriptions, under 
safeguarding provisions, to assure its all- 
American ownership and control and its 
freedom from any influence by related, 
competitive, or conflicting communica- 
tions interest. 


HAIRMAN Wheeler of the Senate 

Interstate Commerce Committee 
subsequently said he was inclined to fa- 
vor postwar government ownership of 
American international communications 
facilities. He told Chairman Paul Por- 
ter of the Federal Communications Com- 
mission he was “extremely doubtful” 
whether the government’s wartime in- 
vestments in radio and other equipment 
“should be turned over to a private 
monopoly.” 

Mr. Porter was discussing the Navy 
proposal for a private monopoly. 

Asserting that the Army alone has a 
$250,000,000 investment in communica- 
tions equipment abroad, compared with 
an investment of $52,000,000 by com- 
peting private companies, Senator 
Wheeler commented: “Perhaps the mo- 
nopoly ought to be owned completely 
by the government.” 

Mr. Porter commended the Navy for 
offering a proposal on which considera- 
tion could be given by the committee, 
which is seeking to determine an inter- 
national communications policy. He 
agreed with the Navy, Mr. Porter said, 
that if there is to be a merger of private 
companies, “it should be mandatory.” 

Mr. Porter said that the FCC had no 
final opinion as to whether the proposed 
monopoly should be government or pri- 
vately owned or whether it should take 
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over radiotelephone and press communi- 
cations services. The FCC chairman tes- 
tified that international facilities must be 
unified, but added: 

1. The FCC prefers to postpone a final 
opinion on whether the unified system 
“should be government or privately 
owned and operated.” 

2. That he believes a final recommenda- 
tion also should be deferred on whether, 
if the system is to be privately owned, 
the government should participate in its 
management and activities. 


* kK OK x 


_ Radio Corporation of America 
introduced last month a newly de- 
veloped home television receiver capable 
of reproducing pictures that are brighter, 
clearer, and five times larger than those 
provided by prewar sets. The company 
announced that it expected the new sets 
to be available at low cost within a year 
after civilian prodtction is resumed. 

In a demonstration in a National 
Broadcasting Company studio at Rocke- 
feller Plaza, New York city, Frank M. 
Folsom, vice president in charge of the 
RCA Victor Division, said that console 
models of the sets, containing “projec- 
tion-type television, frequency modula- 
tion, and standard broadcast receiving 
facilities” will cost about $395. There 
will be several cheaper models equipped 
with direct-viewing picture tubes, and at 
least one table model priced at about $150, 
he added. 

The demonstration consisted of action 
films of news and sports events and a live 
program, televised in another part of the 
building. The films included pictures of 
paratroopers landing on Corregidor, tap 
dances, and news shots of football and 
baseball games. The live program was a 
dramatic sketch. 

The pictures were projected on a 16- 
by-21-inch, new-type translucent screen 
made of surface-treated plastic. The 
images were about the size of average 
home motion pictures, but they were 
bright enough to be seen in clear detail 
from all parts of the demonstration room, 
which was about twice the size of an 
average living room. 
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Dr. C. B. Jolliffe, vice president in 
charge of RCA laboratories, said the 
large-screen receiver was made possible 
by a special optical system featuring a 
bowl-shaped mirror and a molded plas- 
tic lens of special design which delivers 
to the back of the viewing screen about 
six times as much light as could be ob- 
tained with a conventional home motion- 
picture projection lens. The low cost 
of the set is possible largely because the 
lenses are molded of plastics instead 
of being ground out of glass. 


* * *K xX 


RECENT dispatch from St. Louis, 

published in the telephone maga- 
zine, Telephony, states that ostensibly 
the attitude of REA towards various 
bills in Congress for Federal financing 
s of telephones is one of watchful wait- 
ing. In a letter sent in February by Dep- 
uty Administrator Neal to all presidents 
of REA cooperatives, it was pointed out 
that the present agitation for rural tele- 
phones is based on about the same reason 
as there was agitation for rural electric 
service before 1935. 

Neal said that REA engineers had be- 
come interested in “carrier circuit” ex- 
periments originally for the purpose of 
facilitating field staff intercommunica- 
tion. 

When the possibility of using this 
technique for rendering phone service di- 
rect to the farmer was entertained, he 
said, REA entered into codperative re- 
search with the Bell Telephone Labora- 
tories. But Neal warned that additional 
developments and testing would have to 
precede any commercial installation. For 
the present, Neal concluded, the REA 
does not have a program for financing 
rural telephone service for members of 
REA-financed power codperatives. 


* * * * 


 yeennag ee TELEPHONE & TELE- 
GRAPH CORPORATION at its New York 
office recently announced that arrange- 
ments have been made with the govern- 
ment of Spain for the transfer of $15,- 
000,000 in part payment of the balance 
owed to IT&T by its Spanish telephone 
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subsidiary, amounting to approximately 
$26,000,000. 

Arrangements for the liquidation of 
the balance are under discussion, the com- 
pany stated. 

These payments will be in addition to 
the $5,000,000 transferred in January of 
this year. 

It is understood that the Spanish tele- 
phone company will make an issue of 5 
per cent bonds in Spain to finance the 
liquidation of these credits. 

The total indebtedness of the Spanish 
telephone company at the end of 1944 
amounted to around $31,000,000 and rep- 
resented an accumulation of nine years. 


* * * X* 


HE demand of a stockholder of 

American Telephone and Telegraph 
Company that the company cease negotia- 
tions with Western Union Telegraph 
Company for the sale of the telephone 
company’s teletypewriter and leased- 
wire facilities until authorization is given 
by stockholders will be considered by 
stockholders at the annual meeting of 
AT&T on April 18th. 

The proxy statement for the annual 
meeting, issued last month, shows four 
resolutions presented by a holder of 36 
shares of stock, calling for three changes 
in the company’s pension plan and for 
putting an end to the negotiations for 
sale of the telegraph facilities. The AT&T 
management, stating its position in each 
instance, is opposed to all four resolu- 
tions. One of the pension plan changes, 
it stated, would add about $19,000,000 to 
cost of operation of the plan this year. 


* * *K 


HEN the Michigan Bell Telephone 

Company launches its postwar ru- 

ral expansion and improvement program, 

it will have the benefit of expert advice 
—from the farmer himself. 

The company has sent a 23-page ques- 
tionnaire relating to farm-line service to 
1,500 rural users in 36 exchanges and 
24 counties of its territory, which em- 
braces 35 per cent of the state’s total 
area. 

That number is presumed to rep- 
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resent a cross section of some 31,000 
telephone users in the 24 counties. 

Theodore H. Dawson, director of the 
company’s farm service program, said 
the purpose of the survey is to “obtain 
information which will aid the Michigan 
Bell in its plans of extending and im- 
proving telephone service, thereby in- 
creasing its usefulness to all telephone 
users.” 

The questionnaire contains 77 ques- 
tions relating to quality and use of the 
service, rates, and farm-line construction. 
The party line comes in for attention. 
Farmers also are asked where they obtain 
information on weather, market, and 
road conditions, and time of day. 


* * *K x 


MM‘: influential broadcasters have 
expressed deep concern over what 
they themselves describe as an alarming 
trend toward “excessive commercialism,” 
Chairman Paul Porter of the Federal 
Communications Commission declared 
in a speech at Washington, D. C., last 
month before the National Association of 
Broadcasters. He made the following 
statement : 

They see, as do many of us who have 
studied the progress of this industry, de- 
velopments which unless checked may lead 
to real difficulty in the future. I have been 
told, as I am sure many of you have, that 
somehow there must be a determination as 
to whether broadcasting is simply going to 
operate as an advertising and entertainment 
medium or whether it will continue to per- 
form in increasing measure public service 
functions in addition. 

I want broadcasters themselves to pro- 
vide the answer to that question. The cloud 
on the horizon is bigger than a man’s hand 
and I know that responsible broadcasters see 
it and are concerned about it. 


While pointing to a growing belief 
“that the public functions of broadcast- 
ing are becoming submerged by commer- 
cialism,” Porter expressed general agree- 
ment with argument against any govern- 
ment censorship of programs. He made 
clear, however, that the FCC is drafting 
a procedure for considering the public 
service record of a broadcasting station 
when its license comes up for renewal. 
He said: 
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It is my personal position, as I have indi- 
cated, that it is far better for broadcasters 
themselves to take whatever actions may be 
necessary to eliminate the causes of gen- 
eral public dissatisfaction. I would view with 
great reluctance attempts to legislate more 
detailed standards in the field of the public 
service obligations of broadcasting. 


Chairman Porter said he had grave 
doubts not only as to the propriety but 
as to the practicability of spelling out 
by mathematical formula or some other 
device the general methods which broad- 
casters should follow in discharging their 
public service functions. 


* * * * 


|S pesos wage increase of $5 a 
week, company contribution of 5 
cents per toll call to a union welfare 
fund, and general liberalization of work- 
ing conditions were to be demanded by 
the Washington Telephone Traffic Union 
when it began scheduled negotiations for 
a new contract with the Chesapeake & 
Potomac Telephone Company late last 
month. 

The 5-cents-a-call contribution ad- 
mittedly was borrowed from John L. 
Lewis, United Mine Workers head, who § 
demanded a 10-cents-per-ton royalty 
from the mine operators when negotia- 
tions for a new coal contract were begun 
last month. 

The telephone contribution, which the 
company was expected to fight, would ® 
yield an estimated $2,250 to $3,000 a 
month. 

“Tt is a legitimate expense of doing 
business inasmuch as the money would 
be used by the union to provide sick and 
other benefits for company workers 
whose needs are not met out of the gen- 
eral benefits agreement now in effect,” 
Mrs. Mary E. Gannon, union president 
said. 

Incidentally, Senator Bailey, Demo- 
crat of North Carolina, has introduced 
a bill (S 754) to outlaw labor royalties, 
such as the 10 cents a ton asked for bitu- 
minous coal miners by Lewis and the 
agreement now in effect between AFL 
Musicians Union and the phonograph re- 
cording companies. 
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Financial News 


and 
Comment 


By OWEN ELY 


Refunding Plans Accelerated to 
Beat Bond Drive Deadline 


HE year 1945 started off rather 
slowly so far as refunding opera- 
tions were concerned, January and Feb- 
ruary being at about the same pace as the 
corresponding period of last year. March 
has shown greater activity, however, in- 
cluding the important Laclede Gas and 
Pacific Gas and Electric financing, plus 
smaller issues such as Northern Penn- 
sylvania Power and Florida Power. Ac- 
cording to one compilation, the April 
total of utilities, industrials, and rails 
may exceed half a billion dollars, includ- 
ing the following utility issues : $26,089,- 
000 Ohio Edison bonds and $6,000,000 
Central Vermont Public Service bonds 
(plus some common stock) on April 
9th; $50,000,000 New York Power & 
Light bonds (also an exchange offer on 
$24,000,000 preferred stock) on April 
| 10th, with $18,000,000 Texas Electric 
Service bonds and about $7,000,000 pre- 
ferred (exchange offer) around the same 
date; about $15,000,000 Central Illinois 
Electric & Gas bonds and $3,000,000 pre- 
ferred on April 16th; and $33,000,000 
Me a Electric Power bonds on April 
Ten million dollars Montana-Dakota 
Utilities bonds ($7,500,000 first 3s due 
1965 and $2,500,000 first serial 2s due 
1946-53) were scheduled for prelim- 
inary bidding March 26th, with final bids 
at a later date. Since the company is not 
a holding company subsidiary, the bid- 
ding is somewhat different in form than 
is usually the case. The company’s re- 
quest for bids constituted “solely an in- 
vitation to negotiate for underwriting 
services in connection with securities 
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which may or may not be issued or of- 
fered to the public.” The invitation for 
proposals was published under FPC 
rules, rather than under SEC regula- 
tions, although the bonds will be regis- 
tered under the Securities Act of 1933. 
This is one of the few cases in which 
the FPC has been directly interested ; 
the company is in the interstate natural 
gas-producing and -distributing business 
(plus some electric operations). 

Smaller pieces of financing which may 
be in the offing are the $3,750,000 St. 
Joseph Railway, Light, Heat & Power 
34s (some more cash will be put up by 
Continental Gas & Electric, which is buy- 
ing the common stock from Cities Service 
Power & Light) ; the merger financing of 
Savannah-St. Augustine Gas Company 
(preferred and common) ; and an offer- 
ing of West Virginia Water Service pre- 
ferred and common stocks by Allen & 
Co. of New York and Shea & Co. of 
Boston. 


| 9 to the tremendous popularity of 
utility preferred stocks which has 
developed among institutional and other 
investors during the past years, a large 
number of preferred stock deals are cur- 
rently under way. Naturally the compa- 
nies are anxious to avoid underwriting 
costs where this is possible. Dallas Power 
& Light’s exchange offer will be under- 
written by the holding company, Electric 
Power & Light, which (with minority 


‘ stockholders) will buy sufficient addi- 


tional common stock at $60 a share to 
provide funds for the redemption of un- 
exchanged preferred. Carolina Power & 
Light, subsidiary of National Power & 
Light, is also working on an exchange 
offer and has requested an exemption 
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from competitive bidding with respect to 
the selection of dealers to “manage” the 
exchanges by soliciting holders of the old 
stock. In the case of St. Joseph Railway, 
Light, Heat & Power, preferred ex- 
change agents are Estabrook & Co. in 
Boston, G. H. Walker & Co. in St. Louis, 
and the Prescott, Wright, Snider Co. of 
Kansas City. The deal between Cities 
Service and Continental Gas & Electric 
is conditioned on conversion of not less 
than 12,000 of the 13,056 shares. 

While banking assistance has been re- 
sorted to several times in the past to help 
effect security exchanges without under- 
writing (the National Power & Light 
preferred-Houston Power & Light com- 
mon exchange, and the Empire Gas & 
Fuel preferred-bond exchange offer, for 
example), the technique is not very well 
established as yet. 

Possible bond refundings for which no 
time schedule has yet been worked out 
and many of which may be deferred un- 
til summer or later include Western 
Union, Alabama Power, Arkansas-Mis- 
souri Power, Bellows Falls Hydro-Elec- 
tric, Buffalo Niagara Electric, Carolina 
Power & Light, Central Vermont Public 
Service, Columbia Gas & Electric, Con- 
necticut River Power, Consumers Power, 
Detroit Edison, Duquesne Light, Georgia 
Power, Gulf States Utilities, Indiana 
Service, Jersey Central Power & Light, 
Kansas City Power & Light, Kentucky 
Utilities, Madison Gas & Electric, Mar- 
ion-Reserve Power, Wilwaukee Gas 
Light, Minneapolis Gas Light, Minne- 
sota Power & Light, Missouri Power & 
Light, Monongahela West Penn Public 
Service, Montana Power, Mountain 
States Power, New England Power As- 
sociation, New England Power Com- 
pany, New York Water Service, North- 
ern States Power, Ohio Public Service, 
Pacific Power & Light, Pennsylvania 
Edison, Pennsylvania Power & Light, 
Philadelphia Company, Philadelphia 
Electric Power, Portland General Elec- 
tric, Public Service of Oklahoma, Puget 
Sound Power & Light, St. Louis Public 
Service, Scranton Electric, Tennessee 
Gas & Transmission, Texas Power & 
Light, Toledo Edison, Union Electric, 
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West Penn Power, Wisconsin Electric 
Power, Wisconsin Gas & Electric, York 
Railways, Illinois Power, Iowa Public 
Service, Sioux City Gas & Electric, Utah 
Power & Light, and Western Light & 
Telephone. 

Groups have been formed to under- 
write a number of potential preferred 
stock refundings, though it is possible 
that some companies may prefer to 
depend entirely on exchange solicita- 
tions. 

¥ 
Transit Stocks Gain Despite 
Lower Earnings 


Wi one or two exceptions transit 
stocks have shown substantial price 
gains since our previous tabulation of 
this group (October 26th). Thus Third 
Avenue (probably due to hopes of higher 
subway fares) has more than doubled. 
Rochester and Syracuse Transit have 
gained 30 per cent and 38 per cent re- 
spectively, based on recognition of the 
semi-investment status of the stocks fol- 
lowing thoroughgoing reorganizations. 
Twin City Rapid Transit is up 30 per 
cent following completion of the refund- 
ing operations last October. Philadel- 
phia Transportation and St. Louis Pub- 
lic Service have gained one-third. Capi- 
tal Transit, which also did a refunding 
job recently, has gained moderately. Na- 
tional City Lines, while selling below its 
recent high, is about 50 per cent above 
its level of last October ; some optimistic 
estimates of postwar earnings have ap- 
peared recently. 

It is rather remarkable that these gains 
have occurred in the face of generally 
declining earnings, many of which, how- 
ever, have only recently appeared. The 
result is that price-earnings ratios are 
generally higher than in the previous 
table, and dividend yields lower. The 
speculative character of the list and ap- 
prehensions over a postwar slump in the 
business are, however, reflected in the 
price-earnings ratios of about 1-11, com- 
pared with a range of about 8-22 per 
cent for electric utilities. (See previous 
issue, page 438.) 
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TRANSIT COMPANY STOCKS 


Where Price 
Traded About 


Rochester Transit 

Syracuse Transit 

Twin City Rapid Tran. ...... S 
Kansas City Pub. Serv. ..... O 


Eastern Mass. Street Rys. ... 
Capital Transit W 
Phila: PraMepost. ic .e06 scien O 
Duluth-Superior Tran. ..... O 
Cincinmate SG Regen soso sees O 
National City Lines* 


Recent Share Earns. 

12 Mos. to 
Dec. ’43 
Dec. 44 


Price- 
Earns. 
Amount Ratio 
$1.48 7.5 
4.23 6.1 
2.83 


1944 
Div. 
$1.00 
2.00 
a 
b 


c 

1.00 
a 

2.00 
80 


d 
1.40 
1.00 


bet NTT ONO ANID 
é ‘o 


Soom NO WOAD 


_ 


*Holding company controlling a number of bus lines over separate local systems. 


**Eleven months. 


+For the seven months ended January 31, 1945, there was a deficit after full interest on 


adjustment bonds. 
{Nine months. 
a—Arrears on preferred stock. 


b—Initial dividend of $3.50 on the preferred (annual amount) and 25 cents on the common 


were paid January 2, 1945. 
c—Full interest not paid on income bonds. 
d—Not available. 


American Gas & Electric 
Company 
(Series of holding company reviews.) 


MERICAN Gas & ELECTRIC, incor- 
porated in 1906 and enjoying an un- 
broken dividend record since 1910, is one 
of the most stable and well-integrated 
holding companies. While the company 
is independently managed, it is technical- 
ly a subsidiary of Electric Bond and 
Share, which owns 17.51 per cent of the 
outstanding voting stock ; the courts have 
confirmed the SEC’s decision under § 2 
(a)(8) of the Holding Company Act. 
The company’s principal investments are 
indicated in the table on page 498. 

The company’s principal integrated 
subsidiaries are in an industrialized area 
extending between Virginia and Lake 
Michigan. Atlantic City Electric and 
Scranton Electric are separate from the 

ain group, and the SEC has recently 
issued its tentative findings that they 
Should be divorced from the system 
klong with seven unimportant sub- 
sidiaries. It appears likely that a formal 
order will be issued this summer and 
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that American’s interests in the common 
stocks will be sold at some later date. (In 
view of the strong balance sheet position, 
distribution to stockholders is a possible 
but unlikely development.) 

The system financial setup is conserva- 
tive compared with the 1943 consolidated 
balance sheet. 

Balance sheet footnote F (page 22 
of 1943 report) indicated that, based 
on original cost studies up to that 
date, some $47,000,000 of plant account 
may have to be written off or amortized. 
A reserve of over $26,000,000 has been 
created for possible adjustment of plant 
account which would leave only about 
$21,000,000 which might have to be taken 
out of common stock equity, or amortized 
out of future earnings. While the 
amount may be increased by cost studies 
of remaining properties, or by FPC find- 
ings, the results should not greatly af- 
fect the capital ratios. Subject to such 
adjustment, the present system setup 
conforms rather closely to the SEC 
“goal” of 50 per cent debt, 25 per cent 
preferred, and 25 per cent common. 

American Gas & Electric has com- 
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TABLE I 


Book Value of Investments 
Per Cent of 
Total 


32.4% 
8.9 


Common Stocks—Subsidiaries 


Appalachian Electric Power 
Atlantic City Electric 
Indiana General Service 
Indiana & Michigan Electric 
Kentucky & West Virginia Power .... 
Kingsport Utilities 
Ohio Power 
Scranton Electric 
Wheeling Electric 
Preferred Stocks—Subsidiaries 
Bonds—Subsidiaries 
Advances—Subsidiaries 
Miscellaneous Items and Adj. .......... 


$135.4 


e 


Totals 


pleted a substantial part of its potential 
system refunding operations. At present 
the management is consummating the 
merger of two subsidiaries, Indiana Gen- 
eral Service Company and Indiana & 
Michigan Electric Company. 

American Gas & Electric common is 
currently selling around 32 which reflects 
a price-earnings ratio of 13.8 and a yield 
of 5.63 per cent. For practical invest- 
ment purposes, therefore, the stock is 
classed with the operating company is- 
sues. The company’s record since 1929 
is indicated in Table II. 


Millions 


1943 Ine. 
(Mill.) 


$ 2.5 
at 


1943 Equity 
(Miil.) 
$ 3.6 
1.1 
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The 1944 Annual Reports 


OME of the 1944 annual reports in 
S troduce novel charts, _ illustrat; 
ing “where the revenue dollar went.’ 
Cities Service is perhaps the first com 
pany to chart its balance sheet, thougi 
this is pictorial rather than statistical 1 
presentation. The Columbia Gas “in 
come dollar’ chart (reproduced here 
with) seems to be one of the cleares 
presentations. Some of the pictures ac 
companying the various items are amus 
ing—parent company expense, for ex 


ze 


TABLE II 


Cal. 
Year 
1944 
1943 


Total Rev. 
(Miil.) 
$120 


Net Inc. 
(Mill.) 
$12.1 


*Not reported. 


Earnings 
Cons. 


$2.32 
2.23 


Common Stock Record 
Approx. Price 
Range 
Common 





Div. 
Paid** 
$1.80 
1.80 
1.70 
2.00 
2.00 
1.85 


Parent 


**Stock dividends were also paid amounting to 54 per cent in 1929, 4 per cent in 1930, 24 pe 
cent in 1931, and 4 per cent each in 1932, 1933, and 1934. Share earnings and price range havi 


been adjusted. 
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ample, is illustrated by a round-table 
meeting of five individuals ; and the con- 
tingency reserve charge shows an open 
safe with a bag of dollars therein. 
Consolidated Edison, in an effort to 


determine whether its 1944 report meets 
with the approval of Wall Street tech- 
nicians, has mailed a questionnaire to all 
members of the New York Society of 


Security Analysts. Other firms have 
used publicity experts to query their 
stockholders. 

One point to keep in mind is that pic- 
turesque charts don’t take the place of 
detailed statistics. Many annual reports 
skimp on information regarding rates 
and write-offs, although these are of vital 
importance to stockholders. 


THE SYSTEM'S INCOME DOLLAR IN 1944 
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INTERIM EARNINGS REPORTS 


End of 
Period Last 


$2.35 
7.75 
69 
13 
59 
7.78 
4.30 
9.98 
2.50 
69 
159 


Electric-gas Holding Companies 

American Gas & Elec. Consol. ........ Jan. 

American Power & Lt. (pfd.) Consol. Nov. 

American Water Works Consol. ...... Dec. 
Parent Co. Sept. 

Columbia’ Go Eb. Consol... 256. sc5e: Dec. 

Com. & Southern (pfd.) Consol. ...... 

Elec. Bond & Share (pfd.) Parent Co. 

Elec. Pr. & Lt. (1st pfd.) Consol. ...... 

Eng. Pub. Service Consol. ............- 
Parent Co. 

Federal Lt. & Trac, Consol. ......<- 

Middle West Corp. Consol. .......... 

Nat Sere et GOREOI so orc osakoedessele 

Niagara Hudson Pr. (pfd.) Consol. .. 

North American Co. Consol. .........+ 
Parent Co. 

Public Ser. Corp. of N. J. Consol. .... 

Std. Gas & Elec. (pr. pfd.) Consol. ... 

United Gas Improvement Parent Co. .. 

Consol. 
United Ltv& Rys: Consol. ...00602008 : 


14.20 
1.69 
1.32 
1.06 


Electric-gas Operating Companies 

Boston Edison 

Sentral Mumois Peke Gy sc e0diseinecsuweies 

Gentral Vermont P. S. ...4.6660 6s ccseee 

Commonwealth Edison Consol. ....... 

Conn. Lt. & Power 

Cons. Edison N. Y. Consol. ........... 
Parent Co. 

Cons. Gas of Balto. Consol. .......... 

Delaware Power & Light Consol. ..... 

Detroit Edison Consol: .i....5 060 65508 J 

Houston Lighting & Power 

Idaho Power 

Indianapolis P. & L. Consol. 

Pacific Gas & Elec. Consol. .......... 

Philadelphia Electric 

Public Service of Indiana 

pant Tero Was MC ICC. icc. conv eess 

Southern California Edison Consol. ... 


Gas Companies 
Amer, Lt.& Trac. Consol... sss: Sept. 
Brooklyn Union Gas Dec. 
Consolidated Natural Gas ............ Sept. 
El Paso Natural Gas Consol. ........ Dec. 
Lone Star Gas Consol, ...... 000050008 Dec. 
Oklahoma Natural Gas .: Jan. 
Pathe Vighting Consol, oo. <i. «sess Dec. 
Peoples Gas Lt. & Coke Consol. ...... Dec. 
Southern Natural Gas Consol. ........ Sept. : 
United Gas Corp. Consol. ........2006. Nov. : 
Washington Gas Light 2.05 


Ninny 


Roos, Woe 


NID DHA WR OM 
PRGVSSBSSBD 


2k 


2K 


* 


(a) 


$2.20 


12-month Period 
Prev. Inc. % 


7% 


8.94 D13 
OL" - ES 
16 D19 
63 D6 

8.32 D7 

4.55 D5 

10.32 D3 

BAS 64S 
69 os 

1.78 D113 


94(b) .98(b) D4 
74 80 D7 


14.74 D4 
1.85 D8 
1.28 3 
1.10 D4 

12.74 D3 


169 D15 


D4 
D12 
D5 
1 

vi 


SD 
18 
.39(d) D33 
5: D1 
31 
2 


D2 
10 


3 
D17 
16 


WN NTOUININ Go 
MOWANWO 


aS 

=~ 
Q 
w~ 


2. 
Zz 
1, 
if 
1. 
1: 
4 
ig 


S 
—) 


Z 
1 


tos fh th tN pt pe 
ESSIORBS 


20 


3 

17 

d D7 
3.21 3 
5.62* D17 
1.86 Bs 
2.28 D10 


3-month Period 


Last 


Prev. Inc. % 


33 D7 


*Including postwar refund. D—Deficit or decrease. E—Estimated. (a) Estimated pro tormi 
earnings on new common stock (before sinking fund). (b) Nine months ended September 30th 
(c) In the previous tabulation (March 15th issue, page 369) the earnings of $3.87 and $3.80 wert 
for the eleven months ended November 30th, rather than for the twelve months’ period, as in: 
dicated by the heading. (d) Decrease due to refunds to customers ordered by public service 


commission of Michigan. 
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What Others Think 


A Utility Tells Its Employees— 
“You Are the Company” 


N an illustrated booklet with the title 
“You Are the Company”’—the De- 
roit Edison Company explains its func- 
ions and operating policies to its em- 
bloyees. The 36 pages of text and graphic 
-tone sketches touch upon pertinent gen- 
ral facts about public utilities; outline 
he company’s history, growth, and or- 
banization; and tell in simple detail 
bout its rates and services. Then, in 
ontechnical words, is described how 
lectricity is made, power plant opera- 
ion, and the transmission and distribu- 
ion of electricity. At the close, several 
bages are devoted to questions and an- 
wers—“sometimes asked by customers, 
riends, relatives, or neighbors.” 
This “Handbook for Detroit Edison 
eople” starts off with a word from J. W. 
arker, president and general manager. 
hat he says about Detroit Edison and 
s employees, and their relations with 
he public served, indicates a forward- 
poking policy and makes instructive 
eading. “Every employee of this com- 
any is looked upon by the public,” says 
[r. Parker, “whom we serve, as a rep- 
esentative of the company.” 
He added that there “are many things 
at we want the public to understand 
nd our sales department looks upon 
very employee of the company as its 
epresentative in that effort.” This book- 
pt was accordingly prepared to assist 
e employee along this line. 


HE opening section of this hand- 

book states that “public utilities 
iffer from other businesses.” Wherein 
ey are different i is told in a few words. 
hen, the various “types” are described, 
vith the comment that “these utilities sell 
product or a service that the public can- 
ot get along without, and which it has 


difficulty in providing for itself. This 
dependency of the public increases the 
utility’s obligation to provide good serv- 
ice at the lowest possible rates.” Thus, 
an employee is reminded at once of the 
responsible nature of the job he holds 
in working for a public utility company. 

Under the heading — “Who Owns 
Them” — there is set forth the distinc- 
tion between “governmental owned util- 
ities” and those “owned by private citi- 
zens.” (The latter type now frequently 
referred to as “self-supporting, tax-pay- 
ing businesses.” —Editor. ) 

Continuing, an enlightening story is 
told with respect to several important 
aspects in the conduct of Detroit Edi- 
son’s affairs, emphasizing certain funda- 
mental principles pertinent to its busi- 
ness, with which its employees should 
be familiar. A summary will indicate the 
nature of these points: 


Our Duties: As a public utility we have 
certain duties beyond those of most busi- 
nesses. .. . We must serve all persons who 
apply and can pay the rates, as long as they 
are within reasonable reach of our lines. . 
We cannot show favor for or against any 
group or class. We cannot commence, ex- 
tend, or withdraw services without ap- 
proval of the Michigan Public Service Com- 
mission. .. . Rates and charges must be rea- 
sonable. We must be extremely careful of 
the public’s safety. 

Our Rights: Public utilities also have cer- 
tain rights not granted to most businesses. 
We have the right to extend our lines and 
services within our territorial limits. ... We 
have the right of access to our equipment 
on private property. We have the right to 
fair payment for our services. 

Our Earnings: A utility may earn a rea- 
sonable return on its investment. By invest- 
ment is meant the total amount we have 
spent for power plants, other properties, and 
equipment. It also includes working capital 
and our investment in coal and other stocks. 
The rate of return on this investment will 
vary with business conditions, rates of in- 
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terest, and costs of capital. In any case, it 
should be sufficient to assure confidence of 
investors in the financial soundness of our 
company. Therefore, it must be enough to 
maintain our credit and enable us to raise 
money for the proper discharge of our 
public duties. 

Our Taxes: Privately owned utilities pay 
large taxes, while city, county, state, and 
Federal utilities pay little or no taxes. For 
this reason, rates can be compared only when 
an allowance is made for taxes. For 1943, 
our company paid out about $22,400,000 in 
taxes. This is about 25 cents out of every 
dollar we took in. 

Our Competition: It is often said that we 
have a monopoly; that we need competition. 
In answer to this, it is true that we do not 
have competition from other privately 
owned electric companies. This benefits the 
public. When competing utilities serve the 
same area, facilities overlap and are dupli- 
cated. But when facilities do not overlap, 
there is a saving of both the investment and 
interest costs, and this saving is passed on 
to the customers. Therefore, where only 
one company serves an area, rates can be 
lower. 

Actually, our business is highly competi- 
tive. We must not only compete with pub- 
licly owned utilities, which sell electricity, 
but with businesses which sell other kinds 
of power. In Detroit, we have the Public 
Lighting Commission. It furnishes street 
lighting; it serves the Detroit Street Rail- 
way, many public buildings, and Federal 
Housing projects....In our Thumb area, we 
have competition from the REA (Rural 
Electrification Administration of the Federal 
government). ... Large industrial customers 
buy power from us only because they are 
sold on the advantages and cost of our 
service. Otherwise, they would generate their 
own power with steam, Diesel, or gas engines. 

We face another form of competition. 
It concerns the customer who uses equip- 
ment and appliances operated by other 
sources of energy. ... We must continue to 
meet this competition with fair rates, good 
service, and considerate treatment of cus- 
tomers. We must continue to sell the ad- 
vantages of doing business with us. 


E Bron turning to “Our History,” the 
early beginnings and the various 
steps which led up to the incorporation 
of the Detroit Edison Company in 1903 
are mentioned, and the growth of the 
business over the 40-year period is in- 
dicated by reference to the number of 
customers of various classes now served 
as compared with the past. The sub- 
stantial increase in the size of the terri- 
tory served is noted, from the original 
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operations confined to the city of Detro; 
to the total present area of approximat 
ly 7,600 square miles. 

Under the title, “Our System,” t 
physical properties, especially as repr 
sented by the present four base-loafi 
steam plants, in contrast to the sing| 
small central station of former days, a 
described, with the comment that th 
company’s “electrical generating capaci 
is over 250 times greater than it was 1 
1903.” Brief reference is also made 
the steam-heating and gas divisions 
the business. 

Several paragraphs, headed “Our Iq 
vestment,” cover briefly, but effectivelj 
the amount of investment in properti¢ 
and equipment, and the marked increas 
in this investment as contrasted with tha 
of forty years ago. The employee is tol 
that “it takes money to start an electri 
business and build a power plant, sub 
stations, lines, warehouses, offices, an 
other things. The only ways to raise thi 
money are by selling stock and bonds, ¢ 
by borrowing from banks.” It is ¢ 
plained that “stockholders own the co 
pany ... and that bondholders are cred 
itors.” Then this significant statement | 
added, regarding a basic factor relativ 
to public utilities which would be help 
ful were it more generally understood: 

... As the company expanded, we had to rais 

money to build plants, lines, substations, 0 

fices, and other things. Because we earn 

little on our large investment, we can 
aside in any year only a comparatively smd 
amount, if anything, from net earnings ov 
and above expenses. This means we can 
accumulate enough to meet large expend 

tures. To maintain credit, utilities must p 

a steady, reasonable dividend on stock, a 

a good rate of interest on bonds. If oj 

stock and bonds are not attractive to buye 

they will not buy them and we cannot rai 
money for expansion or emergencies. 


In this same section, a page is givé 
to terse, easily understood comment upi 
“Our Organization,” referring to tl 
owners of the company, the stockholde 
the number of them, and their rights aq 
voting privileges. This is followed, und 
the heading, “How We Work,” by cof 
cise statements about directors, office 
and operating council, with the duties am 
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unctions of each body. A note is added 
egarding the organization list, issued 
nnually, in which may be found the 
fmames and duties of the members of the 
management groups referred to. 


HERE is a section, “Rates and Serv- 
ices,’ which begins with a lucid 
tatement as to rate-making objectives. 
hen, illustrations are given with respect 
o “residence rates, commercial rates, off- 
Speak water heating, and industrial (pri- 
mary) rates.” This information is so 
Briven as to make clear the practical rea- 
mons for these different rate schedules. 
ith this information is included a fac- 
qimile reproduction of a residence bill, 
jith explanatory notes, and an example 
“How to Figure a Residence Bill for 
wo Months.” 
As to “Services,” it is stated: “We 
o more than supply electricity, gas, 
@ateam, and water. Our customers receive 
any other services which are almost 
s important as the supply itself.” It is 
plained that burned-out incandescent 
Samp bulbs for residence and commercial 
qustomers are “exchanged” without 
dded cost. The home service division 
aff show customers the correct methods 
f operating electric ranges and other ap- 
liances after installation in their homes, 
nd assist them in a variety of ways. De- 
hils are stated as to the company’s poli- 
mics regarding appliances, also as to re- 
airs, certain of which are made free of 
Mharge. A table is given of the cost per 
our of operating several of the most 
ommonly used appliances, based on an 
erage rate of 3 cents per unit. 
With respect to service in rural sec- 
ons, it is stated that Detroit Edison 
erves over 90 per cent of the farms in 
s territory, and that farmers are of- 
ered the services of its farm agents, 
d an itemized list of the various ways 
ey can aid the farmer is given. This 
ection closes with explanatory notes 
bout the company’s emergency serv- 
es, and how to make application for 
Prvice. 
In the section, “How Electricity Is 
fade,” the steps taken in the combina- 
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tion of the raw materials—coal, water, 
air, and gas — which result in producing 
electricity, are simply told. With careful 
avoidance of ‘technical phrases, power 
plant operation is described, so that the 
uninitiated can readily understand the 
functions of a boiler, a turbine, a gen- 
erator, and step-up transformers. In the 
same effective manner is described the 
transmission of electricity, with reference 
to high-voltage tower lines (with the 
average investment per mile noted), and 
the step-down of voltage for various uses. 
Mention is also made of interconnections 
with other companies for assurance of 
service maintenance. Attention is given 
as well to distribution, as applying to the 
delivery of electricity from the substa- 
tions to the customer — with comment 
upon primary and secondary voltage, and 
explanation is made of the difference be- 
tween direct and alternating current. 


AS outstanding and significant feature 
of all the descriptive comments in 
this handbook—especially those refer- 
ring to phases of the business embracing 
technical or semitechnical angles—is that 
everything is stated in such simple terms 
as to be readily understood by employees 
who may be in departments which have 
no direct contact with the mechanical op- 
erating divisions of the company’s busi- 
ness. Toward the close of the booklet, in 
the “Question and Onswer’”’ section, cer- 
tain items, touching upon queries which 
may arise with any private utility, are of 
especial interest. The following example 
is typical: 

Question: I have a summer cottage in 
Canada, and my bills there are lower. Why 
does the Ontario Hydro have lower rates 
than you do? 

ANSWER: Rate comparisons can only be 
made when you consider what you are get- 
ting for your money. For example, at first 
thought, a house renting for $60 a month 
costs more than one renting for $50. How- 
ever, if electricity, water, range, and refrig- 
erator are included in the $60 house, but 
not in the one for $50, our idea of compara- 
tive value changes. 

It is the same in comparing electric rates. 
You must know the quality of the service 
and what is included in the rate. ; 

In Windsor, Canada, the Hydro resi- 
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dence customer may buy things which are 
included in the Detroit Edison customer’s 
rate. He must buy his first supply of lamp 
bulbs. In Edison-served territory, the new 
residence customer gets up to 40 lamp bulbs 
without extra charge and has his choice of 
sizes ranging from the 25-watt to the 500- 
watt lamps. In Ontario he buys those lamps. 
When his lamp bulbs burn out, the Windsor 
customer must buy new ones, while here a 
customer exchanges them without added 
cost. A Detroit Edison customer gets iron 
cords, fuse service, range and water heater 
repair service. He gets service on nearly all 
of his appliances without charge for labor. 
The Windsor customer must pay an elec- 
trician for these services. 

The Hydro Company, which is govern- 
ment-owned, pays little or nothing in reg- 
ular property or general taxes. Therefore, 
there is relatively no tax in the Windsor 
customer’s electric bill. Here, even before the 
war, regular property or general taxes 
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“YOU'VE GOT TO WATCH OUT FOR THESE BROWN-OUT BABIES! 
THEY CAN RUIN A WHOLE FURLOUGH!” 


amounted to 16 cents of every dollar yw 
took in. In Edison-served territory, thes 
taxes are in the rate. All of those factoy 
must be considered in making rate compai 
isons. There is a difference, too, in the pu 
chasing power between the Canadian doll: 
in Canada and the purchasing power of th 
American dollar here. 

So, finally to compare values, let us cor 
sider the hours per year a Detroit facto 
worker must work for his electric servit 
and what the Windsor factory worker woul 
have to work for corresponding service. W 
have estimated these figures carefully 2 
find that the Windsor customer must pé 
thirteen hours of labor more per year {0 
the corresponding service than the Detro 
worker. 


The final section, “What You Can D 
or Advise Others to Do,” gives ters} 
clear-cut instructions for definite actiot 
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h cases where wires are down, lights 

ave gone out, someone has been injured 
company equipment, and other matters 

pquiring prompt, intelligent attention. 


N reading this handbook, one is re- 

minded of the importance to utility 
ompanies—both as regards their public 
elations, and the conduct of their busi- 
ess—that all their employees be correct- 
y informed upon a variety of basic fac- 
ors concerning their company, with 
hich their own individual jobs may not 
ring them personally in touch. To ac- 
omplish this desirable end requires edu- 
ation, which, to be effective, must be 
indertaken with understanding of the 
yarious problems incident to personnel 
elations. 

The Detroit Edison Company seems 
o have adopted a particularly happy ap- 
broach to this matter in the title of its 
andbook—“You Are the Company.” It 
sims conceivable that these words, greeting 
fn Edison employee, when handed the 
booklet, would suggest quite a new con- 
eption of his position, as well as stim- 
late an added pride in his job with “his 
bwn” company. 

As pointed out in this handbook, the 
public utility business is one with special 
haracteristics which differentiate it 
from other businesses. As it is engaged 
in rendering a “service” to the public, 
he very nature of its business places 
pon it certain definite “responsibilities,” 
and also gives it certain definite “rights.” 

tility executives know that these things 
are not well understood by people gen- 
erally. It would appear that a first step 


toward correcting that situation is to see 
to it that every utility employee does 
know the facts. 

By and large, utility employees are 
loyal to the companies for which they 
work, but the very complexities of the 
business suggest how important it is that 
they be aided to better understand some 
of the special, basic factors relative to 
the conduct of the utility business. This 
would not only benefit each of them indi- 
vidually, for it would enhance their value 
in their own work, but it would benefit 
the company. 


ELL informed, a utility’s employees 

will not only know better how to 
answer customers’ queries on service 
problems, but also to clear up misunder- 
standings voiced by any person -upon 
questions of far wider scope, with a vital 
bearing upon the company’s public rela- 
tions. This latter applies especially to 
discussions which may arise in the em- 
ployee’s social and community contacts, 
when, as a representative of the local util- 
ity, he may be expected to “know all the 
answers.” 

That the management of the Detroit 
Edison Company realizes the value of 
a well-informed staff of employees, in 
creating better understanding in all of 
its public relations, is indicated by Pres- 
ident Parker’s foreword to this hand- 
book, and also in the instructive and en- 
lightening statements about certain 
phases of the utility business, concerning 
which there appears to be a great deal of 
uninformed thinking these days. 

S.C. 





Rural Electrification 


N the Congressional Record of March 

15, 1945, appeared a statement show- 
ing interesting comparisons of the ex- 
tent to which farms had been electrified 
in the various states. This statement, as 
submitted for printing in the Record by 
Senator Maybank, Democrat of South 
Carolina, is reproduced on page 506. 
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Compared by States 


During this discussion on farm electri- 
fication in the Senate, Senator Reed, Re- 
publican of Kansas, made this interest- 
ing comment: 


Of the 2,500,000 farms in this country 
served with electricity, 1,400,000 are getting 
it from private utility corporations, and 
about 1,000,000 or a little more than 1,000,000 
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COMPARISON OF NUMBER AND PERCENTAGE OF UNITED STATES FARMS 
RECEIVING CENTRAL STATION ELECTRIC SERVICE, 1938-44 
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11940 data from April 1st enumeration by U. S. Census; data for other years are estimates based on Rural 


Electrification Administration surveys as of June 30th. 


are getting it from REA. From the great 
wails that go up about the REA, and how it 
is being butchered and sacrificed, one would 
think farmers could not exist without the 
REA. ... There is entirely too much mush 
being spilled around over the landscape about 
some of these things, including the REA and 
the TVA, and I think it is a lesson we can 
take to heart that 60 per cent of the farms 
in the United States receiving electricity get 
it from private power corporations, and only 
about 40 per cent from the REA. 


In this connection, it is recalled that 
there have been complaints, on the part 
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of REA officialdom, asserting that lack 
of cooperation by state regulatory bodies 
has retarded the progress of REA co- 
ops. Recently, William J. Neal, acting 
REA Administrator, referred to situa 
tions in Arkansas and Kentucky, stat- 
ing that “private power companies had 
been allowed to preémpt choice terri- 
tories needed by the codperatives in or- 
der to build well-balanced power systems 
which can provide area coverage serv- 
ice.” On the other hand, he added, “the 
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ral electric cooperatives of Tennessee 
nd Mississippi have thrived under fa- 
jorable state laws administered by 
riendly public officials. An abundance 
bf electric power at reasonable rates has 
been a tremendous advantage.” 


)EFERENCE to the table, showing the 

percentage of farms receiving elec- 
ric service in 1944, indicates that 
he two states of which the acting ad- 
inistrator was critical—namely, Ar- 


kansas and Kentucky —compare with 
the two whose regulatory policies had 
his approval, as follows: 


vee kdae 
24.3% 


.. 16.4% 
» + 24.9% 


Arkansas 
Kentucky 


Mississippi 
Tennessee 

From these figures it seems fair to 
presume that the extent of rural electri- 
fication in the states mentioned has not 
been greatly influenced, one way or the 
other, by the attitude of the state regu- 
latory authorities. 





Pioneer Gas 


AFTER manufacturing gas on Manhat- 
tan island for one hundred and 
wenty years, Consolidated Edison Com- 
pany of New York on March Ist shut 
down the last remaining facilities for 
aking gas in the borough—the O’Con- 
ell plant on a site stretching from Twen- 
ieth street to Twenty-second street and 
rom First avenue to the East River 
drive, which has been purchased by the 
Metropolitan Life Insurance Company 
for a postwar housing development. 
Manhattan consumers will continue to be 
erved by the Astoria and Hunts Point 
plants, two of the world’s largest and 
most modern works, which now carry 
he major part of the system’s load, and 
the Ravenswood and Pelham works 
which, like the O’Connell plant, serve as 
stand-by facilities for periods of great 
demand. 

With the passing of the O’Connell 
plant, which went into operation early in 
1849, will go one of New York’s unique 
institutions, the gas-house district, fa- 
mous in Manhattan song and story for 


0-fmore than a century. Reminders of the 


familiar scene will remain for some time 
after the Edison Company has vacated 
the manufacturing works because the two 
gas holders and pumping equipment will 
be in use until late in the year. 


| foe much a part of the gas-house 
scene was John O’Connell, for 
whom the plant was named in 1929. 
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Plant Passes 


O’Connell, coming to the Twenty-first 
street plant as a boy of seventeen, not 
long after his arrival from Ireland on a 
sailing vessel, worked there seventy-two 
years until his death at the age of eighty- 
nine, establishing the all-time service rec- 
ord for Consolidated Edison employees. 
Hired in 1856 by the New York Gas 
Light Company, New York’s first gas 
company and original ancestor of Con- 
solidated Edison Company, young 
O’Connell first sold coke to the public at 
6 cents a bushel, with the customers 
picking up their fuel in baskets at the 
plant. He worked up through the various 
grades at the works, becoming foreman 
in 1880, later general foreman, the title 
he held at his death in 1928. O’Connell 
rarely left the plant vicinity. For thirty- 
five years he occupied a company house 
in the yards, where he was on call day 
and night. His ten children were born in 
the neighborhood. 

For his long career and his extraordi- 
nary devotion to duty, John O’Connell 
won considerable recognition during his 
lifetime. It was he who raised the Stars 
and Stripes at the Twenty-first street 
plant to celebrate the merger of New 
York’s six pioneer gas companies into 
Consolidated Gas Company of New 
York on November 10, 1884. On the 
same day in 1924 he again raised the 
colors in honor of the fortieth anniver- 
sary of the merger. When O’Connell 
reached his seventieth service anniver- 
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sary, Consolidated Gas Company hon- 
ored him with a dinner, attended by the 
president, many officers of the company, 
and department heads who paid tribute 
to his long and useful career. 

Much of the history of gas manufac- 
ture in this country was written in the 
developments at the O’Connell plant, 
oldest remaining plant in the New York 
area and the last of the gas works which 
were taken over by Consolidated Gas 
Company in the 1884 merger. O’Con- 
nell was the New York Gas Light Com- 
pany’s second plant, the first works hav- 
ing been at Hester and Centre streets, 
and at its inception the custom of carry- 
ing live coals from an older plant to light 
the fires of a new one was established. 
Each plant since that time has been put 
into operation by coals from another 
plant to carry on the tradition of the 
“fires that never go out.” 

Whale and other fish oils, as well as 
rosin, had been the fuel used by 


the New York Gas Light Company until 
the building of the O’Connell plant, 
Then, for the new works, the directors 
turned to imported coals from Liverpool 
and Newcastle, which produced gas at 
less cost and therefore enabled the com- 
pany to reduce its rates. New and more 
efficient firing methods and better equip- 
ment produced a constantly decreasing 
rate. 

The introduction of water gas was 
a long step in the efficient production of 
the fuel. The earliest rates charged by 
New York Gas Light were $10 a thou- 
sand cubic feet. At the new plant they 
were immediately dropped from $7 to $6, 
sliding to $3.50 by 1850. Consolidated 
Edison’s base rate today is $1.15 a thov- 
sand cubic feet. 

At the time of retiring its gas-making 
equipment, O’Connell plant had a capac- 
ity of 38,000,000 cubic feet of gas a day, 
with storage capacity of approximately§ 
9,000,000 cubic feet. 





Extensive Rural Electrification Planned 


I; a recent announcement by C. W. 
Kellogg, president of Edison Elec- 
tric Institute, a comprehensive program 
is revealed for further extension of rural 
electrification throughout the country, by 
the electric utility companies. This pro- 
posed action is based upon a 3-year post- 
war plan reported to the institute by its 
commercial planning committee, follow- 
ing an exhaustive survey-of all aspects 
of rural electrification. 

The companies expect to spend $290,- 
000,000 in line building, to serve about 
one million new rural customers—600,- 
000 of them farms and 400,000 rural non- 
farms—within the 3-year period. Mr. 
Kellogg stated that, in addition, it is esti- 
mated that the new customers will spend 
about $500 each for wiring and other ini- 
tial equipment, creating an aggregate 
sum of $790,000,000 to stimulate postwar 
employment. The work is to start as 
soon as war requirements permit. 

The report of the institute’s planning 
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committee indicates that the farm elec- 
trification job is about half done: 


... Of the 5,200,000 farms of the nation with 
occupied dwellings at the end of 1944, more 
than 2,700,000 have electric service and 
2,500,000 are without it. The principal areas 
where the rural population is incompletely 
served are the West North Central, West 
South Central, East Central, and South At- 
lantic states. In the New England, Middle 
Atlantic, and Pacific states the job of extend- 
ing service is reported as nearing the finish- 
ing stage, averaging about 88 per cent in the 
Pacific states and 75 per cent in the other 
two areas. 


Commenting that the electric com- 
panies, since their pioneering efforts 
in rural electrification in 1906, have been 
mindful of their social obligation to the 
farmer, as well as enhancing the eco- 
nomics of farm production, the report 
notes that 

the industry has constantly pursued a policy 

of liberalizing the terms and conditions for 

building lines in rural areas. Revenue guar- 
anties have been reduced, guaranty periods 
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shortened, and lower rates fixed. Whereas 
the earlier construction programs applied to 
smaller groups of farms, it is now feasible 
to develop larger areas, because such pro- 
cedure reduces construction costs and this 
in turn makes possible lower rates. The so- 
cial gain of rural electrification is less 
drudgery for the farm wife and a pleasanter 
place in which to live. 


The announcement by Mr. Kellogg 
disclosed that, in the making of the sur- 
vey, the resultant contacts of the electric 
companies with farmers developed wide- 
spread support of the extension program. 
Farmers filled out questionnaires which 
revealed that their first ten preferences 
in the use of electricity were for 


water systems, refrigeration, including home 
freezer cabinets; brooders, water heaters, 
feed grinders, milking machines, elevators, 
barn ventilators, farm motors, and cream 
separators. 

The electric companies are eager that the 
advantages of modern science be carried to 
the farmer. . . . Electricity performs three 
specific functions for him: increases his in- 
come, lightens his labor, brightens his home. 
Unlike the city dweller he does not have the 
marvels of modern science at his finger tips. 
He can’t get them by merely stepping around 
the corner. But he knows they exist, because 
he sees them in the movies, hears about them 
on the radio, reads about them in newspapers 
and magazines. Why shouldn’t he be dis- 
contented if he doesn’t have electric lights in 
his home and farm buildings, electric refrig- 
eration, an electric laundry, electric pump 
and running water, and other electric gadg- 
ets that make for a happier life? He of all 
people should have them, because he is cut off 
from so much the rest of us enjoy. 


Brief reference is made in the com- 


mittee’s report to the activities of the 
Rural Electrification Administration 
since its creation in 1935, calling atten- 
tion especially to the points enumerated 
below: 

. that under the sponsorship of that gov- 
ernment agency local codperatives could ob- 
tain capital funds for 100 per cent of the 
construction costs, upon extremely favorable 
terms and interest rates, to reach unserved 
areas which were beyond the financial reach 
of the electric companies. Also that the farm 
cooperatives are given exemption from Fed- 
eral taxes. Return on this investment of 
the government . . . was secondary to the 
objective of effecting widespread rural elec- 
trification, yet, despite the competitive han- 
dicaps which the companies faced as a re- 
sult of REA activity, they still added, be- 
tween 1935 and 1943, some 880,000 farms to 
the number they were serving. 


HE report further adds that the 

basic purpose for which REA was 
formed is to bring the advantage of elec- 
tricity to farms in areas too thinly popu- 
lated to be served by the private utilities. 
Then, in observing that REA had strayed 
afield in several respects from that basic 
purpose, the comment is made that appro- 
priations of millions of dollars of Fed- 
eral funds for lines each year have been 
followed by the building of a consider- 
able number of generating plants and 
transmission lines duplicating the exist- 
ing power supply, the building of some 
distribution lines that overlap and du- 
plicate electric company lines, and the 
buying out of some existing utility = 

—R.5.C. 





For Whom the Bell Tolls in 
Private Enterprise 


[ has been said that if the American 
system of free private enterprise had 
as much unity for purposes of its own 
defense as is shown by those forces 
which attack it from various angles for 
various reasons, it need never fear being 
undermined. The converse of this gen- 
erality, of course, is that any one seg- 
ment of American industry has, in the 
past, often been prone to appease un- 
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fair attack, particularly from a hostile 
government quarter, at the expense of 
another segment. There is some evi- 
dence, however, that this “I-am-not-my- 
brother’s-keeper” attitude, with its ob- 
vious vulnerability to divide-and-con- 
quer tactics of an aggressive antiprivate 
enterprise movement is beginning to 
yield place to a more realistic appraisal 
of the resulting dangers. The following 
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penetrating editorial from a recent (Feb- socialistic, the owners of utility property 
ruary 17th) issue of Railway Age is ob- appear to the thoughtless to be the only 
vietile: aries tate aaaie losers; and most large buyers of power do 

y P ° not oppose such mayhem of private industry 


Private enterprise and its attendant po- 
litical freedom will not endure in this coun- 
try if people associated with each branch 
of industry defend only their immediate 
interests against socialistic attack; and do 
nothing or even join with the "socialists 
when some sector of enterprise other than 
their own is being devoured. For this 
reason, not only ethical principles but far- 
sighted self-interest demand of railroad 
people that they give understanding atten- 
tion to the political persecution being vis- 
ited upon the privately owned electric util- 
ities. A small part of this industry was preyed 
upon by financial gangsters some years ago, 
a fact which has been distorted by poli- 
ticians in a largely successful effort to give 
the whole industry a reputation for piracy. 
Actually, the financial scandals touched 
only a segment of the industry and, any- 
how, since rates are based on physical val- 
uations and not on capitalization, the buc- 
caneers’ activities took no money out of the 
pockets of the industry’s customers, but 
only from those of its owners—a class of 
people for whose welfare the antiutilities 
demagogues are wholly unconcerned. 

By the device of imputing to the whole 
utilities industry the sins assignable only to 
a part of it; by holding the present genera- 
tion of utilities owners and managers cul- 
pable for the misdeeds of their predeces- 
sors; and by inducing people who have not 
been victimized by these malefactions to be- 
lieve that they have been, the scheming so- 
cialistic politicians have been able to give 
a mighty impetus to the development of gov- 
ernment-owned electric power. As always 
with government ventures in competition 
with private enterprise, the politicians have 
seen to it that the cards are stacked in 
favor of the socialist rival, through tax ex- 
emptions and other such arbitrary advan- 
tages, so that the customers of government- 
owned utilities do not have to pay rates to 
cover all the costs that a privately owned 
power company would have to collect in its 
charges. 

Government-produced power has thus 
been made to appear as a bargain, and, as a 
consequence, the demand by consumers has 
increased for the extension of a form of 
ownership in the industry which is can- 
cerous to self-supporting capitalistic enter- 
prise. The result has been that, from 1930 
to 1941, the percentage of government-pro- 
duced power to total output rose from 5 per 
cent to 15 per cent, with promises of more 
to come. This development is not opposed 
by a large part of the manufacturing in- 
dustry and other users of power, but is 
favored, because, while it is coercive and 
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when they derive a tangible benefit from it. 

We make these observations regarding 
the utilities lest railroad people thoughtless- 
ly take satisfaction in the traffic the car- 
riers may get from government-financed 
dams and other socialistic power installa- 
tions; or be induced to believe that such 
coercive “investment” represents “progress.” 
Because these government ventures enjoy 
political favors not available to privately 
owned rivals and because they employ de- 
ceptive bookkeeping, they inevitably grow at 
a rate not justified by their comparative eco- 
nomic merit—and at the expense of other 
outlays which would give the public a larger 
return in proportion to cost. A nation does 
not promote its economic welfare by indulg- 
ing in uneconomic behavior, and a railroad 
man who is patriotic and intelligent will op- 
pose socialized power just as earnestly as he 
opposes socialized transportation... 

If railroad people will take an enlightened 
and perspicuous view of the plight of the 
power industry, it is not unlikely that those 
interested in the electrical industry might 
show to a greater degree than heretofore a 
reciprocal opposition to the same character 
of socialist assault on the railroads, in the 
form of toll-free waterways and aids from 
general taxation to other forms of transpor- 
tation. Competition by the public treasury 
is not the enemy alone of the particular in- 
dustry which is being attacked at the mo- 
ment, but of all private enterprise—as even 
the manufacturers, including automotive 
manufacturers, will eventually find out by 
experience if they persist in refusing to learn 
it by precept and forethought. 


If the Railway Age editorial speaks 
for the best thinking in the railroad in- 
dustry, as that esteemed publication us- 
ually does, it would seem to be recognized 
that the electric power industry is only 
the first (and, quite possibly, the most 
vulnerable) defense trench in our gen- 
eral system of free private enterprise. 
Other public service industries are per- 
haps beginning to recognize, at long last, 
that when any one branch of our private 
enterprise system goes down under an 
overwhelming tide of socialism in the 
form of unfair government competition 
or persecution, something — some vital 
spark — dies within all of the remaining 
branches. It becomes a case of sending 

“not to learn for whom the bell tolls; it 
tolls for thee.” 
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Events 


Asserts Dam Project “Willful 
Waste” ~ 


ENATOR Harry F. Byrd, Democrat of Vir- 

ginia, leader of tristate congressional and 
civic opposition to the proposed $335,000,000 
Potomac dam network, recently attacked the 
project as “a willful waste of public money.’ 

Construction of 14 dams on the Potomac, 
Shenandoah, and tributaries would result in 
the “destruction of economic values without 
warrant and ruthlessly disregard historic 
shrines made immortal,” he said in a state- 
ment to the press. 

Byrd joined with other Virginia, West Vir- 
ginia, and Maryland Congressmen in opposi- 
tion to the project which was scheduled to be 
formally expressed on April 3rd at the Inte- 
rior Department auditorium at Washington, D. 
C., when the first public hearing on the ten- 
tative postwar construction program would be 

eld. 

Representative Jennings Randolph, Demo- 
crat of Virginia, also declared the project 
“absolutely unnecessary, detrimental to the 
best development of the area,” and likely to 
“jeopardize to an unconscionable extent” the 
well-being of residents. 

Byrd said he had received “more than 50” 
communications from civic and fraternal as- 
sociations in the affected area, all in opposition 
to the project, and had “yet to hear from any- 
body who favors it.” 

Releasing more detailed information than 
the Army has done so far, he declared the 
total construction would flood 172,000 acres, 
much of it valuable agricultural land, and the 
proposed Millville reservoir would flood be- 
tween 18,000 and 37,000 acres of rich Shenan- 
doah valley soil as it formed a lake 52 miles 
long and 4 miles wide. 


Senate Rejects Williams 


HE U. S. Senate on March 23rd rejected, 

52 to 36, President Roosevelt’s nomination 

of Aubrey Williams to be Rural Electrifica- 

tion Administrator. The adverse vote came 

through a coalition of Republicans and con- 

servative Democrats. Most of the latter came 

from the South, some of whom had been 
termed “Tories” by the nominee. 

Immediately after the Senate vote, the Na- 
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tional Farmers Union, of which Mr. Williams 
had been national director of organization, 
vowed political vengeance on his opponents, 
and said that Mrs. Franklin D. Roosevelt 
would address a “Victory dinner” for Mr. 
Williams on March 28th that would begin “a 
total war of issues.” 

Nineteen Democrats joined thirty-three Re- 
publicans in voting to deny confirmation to 
Mr. Williams, the first such denial of an im- 
portant executive appointment since 1939. 
Thirty-one Democrats, four Republicans, and 
the Senate’s single member of the Progressive 
party, LaFollette of Wisconsin, voted for the 
nomination. 

Mr. Williams asserted that he had been re- 
jected by “those who stand for control by the 
few, fearing an economy in which everybody 
would share.” 


FPC Postpones Hearings 


Te Federal Power Commission on March 
25th announced its order postponing, un- 
til late summer or early autumn, the series of 
hearings in the principal natural gas-produc- 
ing regions of the country scheduled to begin 
on May Ist in Kansas City, Missouri, pur- 
suant to the commission’s nation-wide investi- 
gation of the conservation and utilization of 
natural gas. 

The commission adopted the order after be- 
ing advised by representatives of the conserva- 
tion authorities of Kansas, Louisiana, and New 
Mexico, which are in course of preparing evi- 
dence on natural gas reserves, conservation 
practices, gas utilization, and related matters 
for presentation at the hearings, that the post- 
ponement is desirable in order to afford ade- 
quate time for the presentation of such 
evidence. 

Senator Overton, Democrat of Louisiana, 
last month asked the FPC to postpone action 
on the applications of pipe-line companies 
seeking to tap new gas supplies, as the com- 
mission considered a request by the Tennessee 
Gas & Transmission Company to extend its 
system in Texas. 

The TG&T Company seeks to build a 95- 
mile 16-inch line from the San Salvador field 
in the Rio Grande valley for the Corpus 
Christi terminus of its Texas-West Virginia 
pipe line. The company says the extension 
would provide 63,000,000 cubic feet of gas 
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additional daily for the Appalachian area. 

Overton asked that the decision on the ap- 
plication be delayed until the FPC has con- 
cluded its investigation into national gas 
reserves, to determine what policy should be 
followed in setting up priorities in uses, as a 
conservation measure. Involved is a question 
whether gas should be used for smelters and 
other heavy industries, or reserved for house- 
hold uses. 

The Texas Railroad Commission made a 
limited intervention in the hearing on the ap- 
plication. The commission’s intervention, 
made in behalf of all three commissioners, 
neither opposed nor favored the application, 
but simply asked that all facts be developed 
on the necessity of the new pipe line. 

Opposing the application are the National 
Coal Association, a coal mine operators 
group; United Mine Workers; Brotherhood 
of Railroad Conductors; Brotherhood of 
Locomotive Engineers; Brotherhood of Fire- 
men and Enginemen; and Switchmen’s Union 
of North America. 

The city of Houston, Texas, has notified the 
FPC it will participate in the general investi- 
gation of the nation’s natural gas resources. 
Houston, in giving notice, informed the com- 
mission it would seek information on what 
comparable fuels will be available if and when 
the natural gas supply is exhausted. 


SEC Issues Ultimatum 


i Bes Securities and Exchange Commission 
last month warned the United Light & 
Railways Company and its subsidiary, Amer- 
ican Light & Traction Company, to comply 
without further delay with its divestment or- 
der of August 5, 1941, or the matter would 
be taken to court for an enforcement order 
under § 11(d) of the Public Utility Holding 
Company Act. 

In a list of eight tentative conclusions, the 
SEC rejected American Light’s proposal to 
borrow $4,750,000 to be used with other avail- 
able funds to retire its own preferred stock 
and also the proposal of United Light & Rail- 
ways and American Light to construct a pipe 
line from the Hugoton gas fields in the South- 
west to an eastern terminus in Detroit. 


MVA Appropriation Sought 


Hegre was asked last month by Presi- 
dent Roosevelt to appropriate $4,480,000 
for the preparation by the Interior Depart- 
ment of plans for development in the Missouri 
river valley. 

The request was made in connection with 
the President’s long-range plans for dividing 
the country into seven basic watersheds and 
having operations conducted in each along 
lines of the Tennessee Valley Authority. Pre- 
viously he had asked Congress to give early 
consideration to the creation of a Missouri 
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Valley Authority and a measure on the subject 
is now pending. 

“This estimate,’ Mr. Roosevelt said in 
transmitting his request, “includes funds only 
for the work preliminary to actual construc- 
tion of projects and must be performed irre- 
spective of whether construction of the 
projects in the basin is accomplished by a val- 
ley authority or other agencies. In my judg- 
ment, the proposed work will not interfere 
with the conduct of the war.” 

The funds requested will permit the Interior 
Department to prepare detailed plans and 
specifications for some of the preliminary 
works authorized by the Flood Control Act 
and to continue the investigations for working 
out the general plan approved by the same act. 
While the largest proportion of the funds is 
for the Bureau of Reclamation, provision is 
made for related work of the National Park 
Service, General Land Office, Grazing Service, 
Fish and Wildlife Service, Office of Indian 
Affairs, and the Geological Survey. 

Senator John H. Overton of Louisiana said 
that hearings on the MVA measure would be- 
gin on April 16th before a subcommittee of 
the Senate Commerce Committee. Thereafter 
the measure will go before the Irrigation and 
Reclamation Committee, and, finally, to the 
Senate Agriculture Committee. 

By unanimous consent, the Senate on March 
15th had adopted a compromise proposal of 
Senator Josiah W. Bailey, Democrat of North 
Carolina, by which the MVA bill introduced 
by Senator James Murray, Democrat of Mon- 
tana, would be handled consecutively by these 
committees for sixty days each. 

The Commerce Committee will consider the 
navigation and flood-control features, and the 
Irrigation and Reclamation and Agriculture 
committees will consider the features pertinent 
to their jurisdictions. 


Antiroyalties Bill Introduced 


A BILL (S 754) to outlaw labor royalties, 
such as a dime a ton asked for bi- 
tuminous coal miners, was introduced in the 
Senate on March 16th. The author, Senator 
Bailey, Democrat of North Carolina, referred 
also to royalties on recordings received by the 
AFL Musicians Union and told reporters he 
wanted to stop the plan “before it becomes a 
general tax on consumers.” He said he would 
ask a hearing immediately. 


SVA Bill Proposed 


A SAVANNAH Valley Authority to provide 
for water control and hydroelectric de- 
velopment in the Savannah river basin was 
proposed in a bill introduced by Senator Rich- 
ard B. Russell, Democrat of Georgia, and 
sponsored jointly by Senator Burnet R. May- 
bank, Democrat of South Carolina. 
Patterned after legislation creating the 
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Tennessee Valley Authority, the measure in- 
DD ObD a proposed expenditure of more than 
$150 

The A would develop the Savannah 
river basin for national defense, flood con- 
trol, navigation, water purification, irrigation, 
power, soil conservation, and wild-life protec- 
tion purposes. 

The bill would set up an independent Sa- 
vannah Valley Authority directed by a 3-man 
board appointed by the President with consent 
of the Senate. 

The board could acquire property and pro- 
vide for construction, by competitive bids, of 
dams, reservoirs, transmission lines, power 
houses, levees, floodways, canals, roads, and 
other improvements believed necessary. 


It would be authorized to sell up to $50,- 
000,000 in bonds to finance construction. 

Wholesale -electric energy and water could 
be sold to public, codperative, and private 
agencies. Power also could be sold directly to 
rural communities not having adequate 
facilities. 

Rates would be low enough to provide ade- 
quate markets. They would be high enough 
to cover the cost of operation and to allow the 
SVA to pay states 5 to 10 per cent of gross 
proceeds to compensate for tax payments lost 
by Federal acquisition of property. 

The Savannah river basin includes 10,579 
square miles, of which 5,938 are in Georgia. 
The two largest reservoirs of the Georgia 
Power Company are located in the basin. 


California 


City Signs Hetchy Contracts 


Ts city of San Francisco last month 
signed 9-year contracts with Pacific Gas 
and Electric Company and the Modesto and 
Turlock Irrigation districts for the disposition 
of Hetch Hetchy power. The contracts, along 
with one to be completed with two Kaiser 
plants, are to be submitted to Federal Judge 
Roche on July 1st for approval under terms 
of the Raker Act. 

Included in the PG&E contract was a clause 
giving the city specific right to condemn the 
distribution system of the private utility at any 
time the city cares to go into the municipal 
power business. 

According to Dion Holm, attorney for the 
public utilities commission, the clause was 
written in at the insistence of the commission 
and signed by the PG&E under protest. It 
also gives the city full rights to develop addi- 
tional sources of power as it sees fit. 

The irrigation districts obligate themselves 
to construct and install all service facilities 
necessary to transmit and transform Hetch 
Hetchy power required for its purposes. 

PG&E agreed to deliver all Hetch Hetchy 
electric energy required for municipal pur- 


poses both inside and outside the city limits. — 


Transit Report 


HE entire former Market Street Railway 
will have to be scrapped immediately after 
the war, Utilities Manager Cahill declared re- 
cently in a report on the first six months of 
combined transit operations in San Francisco. 

“In fact, if the war lasts too long it will 
scrap itself,” he added. 

“It is obvious that equipment, every piece 
of which must be dragged off to the barns for 
repairs 15 times in five months, is in the last 
stages of decrepitude.” 
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“It will be a miracle,” he said, “if this ram- 
bling wreck of a railway can be held together 
for the duration, regardless of the amount of 
money we spend on it.” 

He revealed that repairs have cost the city 
$1,255,000 to date, on a transit system which 
cost the taxpayers $7,500,000 on September 
29th. The total of 528 streetcars broke down 
4,198 times, and another 497 were put out of 
commission for various lengths of time by 
accidents. 

Cahill said the fundamental purpose of the 
purchase of the Market Street Railway was 
to keep the junk running as long as possible, 
or until it could be scrapped. 


Walk Out on FEPC Trial 


Two union officials recently walked out of 
a hearing being conducted in Oakland by 
the Fair Employment Practices Committee to 
determine why Negroes, seeking employment 
as streetcar and motor coach operators, are 
allegedly discriminated against by the Key 
System and the carmen’s union. 

The officials were Albert E. Brown, presi- 
dent, Amalgamated Association of Street 
Railway and Motor Coach Employees of 
America, and Cyril Narelia, association 
attorney. Narelia explained they walked out be- 
cause they were convinced the union could not 
obtain a fair and impartial trial. “We believe 
the method of handling the proceedings is un- 
American and undemocratic,” he said. 

Bruce Hunt, western division attorney for 
the FEPC, said the hearing would continue 
regardless of the union officials’ action. 

At a previous session, while under examina- 
tion, Brown wanted to confer with Attorney 
Narelia. Hunt, doing the questioning for the 
FEPC, objected. The trial judge, Mrs. Evelyn 
Cooper, sustained the objection. Observers 
said that this was what prompted the walkout. 
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Colorado 


Senate Votes Pay Raise 


A HOUSE bill increasing the salaries of state 
public utilities commissioners from 
$4,000 to $5,000 a year passed the state senate 
on third reading last month under fire from 
two economy-minded Republican senators who 
protested the disparity in pay of officials in 
the higher brackets and of workers in the 
lower-income class. 

Senators Roy Chrysler of Denver and Har- 
old Ward Gardner of Golden asserted the pay 
raise measure was inconsistent with repeal 
of the state 2 per cent service tax and the 
reduction of the state mill levy. 

“If we raise the salaries of higher-pay 
bracket employees, we should take care of the 
$100-a-month employees also,” they declared. 

Meanwhile, lobbyists for a bill reducing the 
taxes of rural electrification codperatives by 
changing the tax system from the property 
levy to a tax on gross revenues, continued to 
hold the house rules committee under fire. 

The lobby group, said to represent about 
half the state’s 19 codperative associations, 
descended upon the committee recently and 
argued the bill most of an afternoon. The 
rules body had been sitting on the measure, 
confident it would not pass the house. 


Defeat of River Authorities 
Asked 


MEMORIAL calling upon Congress to de- 
A feat pending legislation for a Missouri 
Valley Authority and to kill a measure which 
would establish nine separate river authorities 
over the United States passed the Colorado 
house last month. 

The memorial, which was sponsored by fif- 
teen Republicans, declared creation of regional 
authorities is unconstitutional because it is 
“not within the powers delegated to Congress” 
by the Constitution and would be “directly 
contrary to the traditional, long-standing, and 
well-established policy of the United States,” 
as evidenced by previous laws, including the 
Reclamation Act and the O’Mahoney-Millikin 
amendments to the public land law of the 78th 
Congress. 

The statement said the proposed authorities 
would cut across state lines, upset presently 
planned projects for irrigation and hydroelec- 
tric development, and create a Federal cor- 
poration “clothed with the power of govern- 
ment and granted an immunity for its acts ad- 
verse to the best interests of the people of 
Colorado.” 


Connecticut 


Not Subject to FPC 


HE U. S. Supreme Court recently reversed 

a decision by a lower court holding the 
Connecticut Light & Power Company subject 
to the jurisdiction of the Federal Power 
Commission and ordered the case remanded to 
the FPC for further proceedings. 

The court’s action was based on findings 
that the lower court’s decision was not prop- 
erly grounded in law and that there was un- 
certainty as to the basis for the commission’s 
claim of jurisdiction over the company. This 
claim is still to be decided. 

The FPC order asserting jurisdiction had 
been affirmed by the court of appeals of the 
District of Columbia. 

Justices Murphy, Black, Reed dissented. 


¥ 


None Opposes State FEPC 


N° opposition was offered recently at a 
legislative labor committee hearing to a 
group of four bills designed to establish a 
state Fair Employment Practices Committee, 
intended to prevent discrimination in employ- 
ment because of race, color, creed, national 
origin, or ancestry. 

The bills are all modeled after the Ives- 
Quinn Act, recently adopted in New York. 
Although they differ in minor details, they 
provide for the establishment of a state 
FEPC with power to hold hearings on charges 
of discrimination in employment, to order em- 
ployers to desist from discriminatory prac- 
tices, and to hire or reinstate persons it finds 
have been discriminated against. 


Illinois 


Ponder FPC Inquiry 


PQrranseatarives of the 10 big companies 
distributing natural gas in Illinois met 
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last month in the offices of the state commis- 
sion at Chicago and began informal discus- 
sions of a recent decision of the Federal Power 
Commission to hold hearings on the whole 
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question of. natural gas production, use, and 
regulation, , 

It was reported that some of the officials 
were concerned lest the FPC action might 
presage an attempt to persuade Congress to 
take all regulation of natural gas transporta- 
tion and rates out of state commission hands. 
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John D. Biggs, chairman of the state com- 
mission which invited the company officials 
to the discussion, said he and his colleagues 
wished to insure that Illinois consumers re- 
tained an adequate supply of natural gas from 
southern and southwestern states and at 
reasonable rates. 


Kansas 


Senate against MVA 


HE Kansas senate last month passed a 

resolution, 23 to 3, urging Congress not to 
create a Missouri Valley Authority “to do the 
economic planning for the entire area.” 

The resolution, passed by the house, put 
the Kansas legislature on record as opposed to 
creation of a Federal agency to engage in 
private business, operate farms, remove land 
from the tax rolls, and take over administra- 
tion of schools and local laws. 

Action by the Kansas legislature is in keep- 
ing with policies defined in most of the other 


states in the Missouri river basin. It reflected, 
also, action of the governors’ conference and 
states a policy which is positively hostile to 
encroachment on states’ rights and surrender- 
ing by the states of power to control their own 
affairs as well as to restrict business invasions 
by New Deal agencies. 

Senator Van de Mark, of Cloud, who called 
up the resolution which originated in the 
house and was presented by Representative 
Green, said the Kansas people had read a lot 
about TVA, wanted no part in it, but wel- 
comed proper and adequate government con- 
trol of major streams. 


Kentucky 


City Loses Rate Cut Plea 


HE court of appeals on March 23rd re- 

fused Ludlow’s appeal for lower gas 
rates. The city of Ludlow sued to force the 
Union Light, Heat & Power Company to re- 
duce its rates to the level of those of Coving- 
ton, claiming a city ordinance authorizing the 
company’s franchise specified that. 

The opinion said counsel for the city claimed 
the 1930 ordinance had been lost, but that the 
city clerk produced it, and it was found there 
was nothing in it, in the franchise, or in the 
city council’s resolution approving the fran- 
chise, about rate cuts if near-by towns got 
them. The opinion commented this “appar- 
ently was the reason the city so steadfastly 
refused to file the ordinance with its petition.” 


Ordered to Extend Lines 


A order for the Kentucky Utilities Com- 
pany to extend its Bath county lines 5.6 
miles to Frenchburg to provide adequate 
power supply to the Kentucky Edison Com- 
pany was issued by the state public service 
commission last month. 

The Edison Company was authorized to 
construct 6.3 miles of line from Rogers in 
Wolfe county to Leco in Lee, and the Flem- 
ing-Mason Rural Electric Corporation was 
authorized to extend its line from Olympia 
Springs 4 miles toward Salt Lick. 

Other extensions asked by Edison and 
Fleming-Mason were denied because of hav- 
ing previously been granted to Kentucky 
Utilities. 


Michigan 


Utility Appointees Resisted 


Cire to the appointments of Schuyler 
L. Marshall, of St. Johns, and John H. 
Schouten, of Grand Rapids, to the state pub- 
lic service commission, announced on March 
17th by Governor Kelly, developed in the state 
senate the following Monday. 

Senator George N. Higgins, of Ferndale, 
attempted to obtain a recess to allow the sen- 
ate business committee to consider the nomina- 


515 


tions. Senator Haskell L. Nichols, of Jack- 
son, moved to adjourn to prevent a vote. 

“T don’t want consideration of these nomi- 
nations railroaded through the senate,” 
Nichois declared, adding that he considered 
Miss Florence M. Kiely, of Saginaw, whom 
Kelly replaced with Marshall, the most ca- 
pable member of the commission. 

His adjournment motion lost 10 to 11, and 
~~ recess motion also was defeated, 7 to 
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Missouri 


Springfield Gas Sold 


EDERAL LIGHT & TRACTION COMPANY, con- 

trolled by Cities Service Power & Light 
Company, recently closed a contract for sale 
of its Springfield Gas & Electric Company 
subsidiary to the city of Springfield, for a base 
price of $6,750,000, plus adjustments. 


The base price means net proceeds of about 
$1,350,000 for Federal’s equity stock interest 
in the subsidiary before adjustments. 

Federal still has to dispose of its Tucson, 
Arizona, and Sheridan, Wyoming, properties 
before falling back on its New Mexico prop- 
erties to satisfy requirements of the Public 
Utility Holding Company Act. 


Nebraska 


Compromise Plan Partly 
Accepted 


Oz part of the agreement between Sena- 
tors C. Petrus Peterson and Sidney Cul- 
lingham as a basis for settlement of the 
Omaha power dispute was accepted recently 
by the legislative public works committee and 
the revived and amended bill, LB 297, was 
reported to general file. The committee also 
sent out a second bill relating to the Omaha 
power situation which provided that should 
the city of Omaha vote to condemn the prop- 
erty of the Nebraska Power Company it would 
be given to the Metropolitan Utilities District 
to operate. 

Legislation which was presented to the com- 
mittee as an amendment to the compromise 
bill, LB 297, was rejected but the committee 
voted to introduce the amendment as a sepa- 
rate bill and not mix it with the Omaha power 
situation. The bill provides that employees of 
public power districts may bargain collectively 
with such districts the same as employees of 
private utilities. An amendment was proposed 
to provide that such employees shall not have 
the right to strike but it would be offered 
when the bill reaches general file. 

The hearing on 297 was supposed to have 
been confined to the amendments offered by 
Senator Peterson, but the entire Omaha power 
os was covered by the speakers, it was 
said. 

The amendment provided for creation of a 
public power district in the 5-county area 
served by the Nebraska Power Company, with 
a 15-member board of directors, six of whom 
would be persons already named in petitions 
creating such a district and who are all now 
directors of either the Omaha Electric Com- 
mittee, Inc., which has purchased the common 
stock of Nebraska Power Company, or the 
Nebraska Power Company. 

The balance of the board, or nine members, 
would be appointed by the governor. The 
amendment further provided, however, that 
the power district board could not purchase 
the Nebraska Power Company property from 
the Omaha Electric Committee, Inc., unless 
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three-fourths of the board, or twelve mem- 
bers, give their approval. 

Senator Peterson, who previously told the 
legislature that the compromise also provided 
for repudiation of the contract of the Loup 
River Public Power District, told the com- 
mittee that he was having a bill drafted pro- 
viding for that, to be presented to the com- 
mittee at a future date. 


Limited MVA Endorsed 


TATE Senator Joe Reavis’ resolution to Con- 
S gress endorsing a limited Missouri Val- 
ley Authcrity but opposing “any attempt on 
the part of the Federal government to spread 
socialism within the area” was adopted last 
month by the state legislature. The resolu- 
tion was to be sent to the legislatures of other 
states in the Missouri river basin and to 
Congress. 

“While it would be wonderful to have flood 
control and the other benefits from develop- 
ment of the river it would be better to let the 
Missouri river go on a rampage than to let 
the Federal government go on a rampage,” 
Reavis told the members. “I think this devel- 
opment can be handled by a governmental 
agency without spreading of socialism and 
without destroying the sovereignty of the 
states.” 

He pointed out that $75,000,000 was spent 
for providing navigation and that persons in 
the transportation business had to pay the 
cost. 

“Private business can’t compete when the 
Federal government moves in as it did in the 
Tennessee valley,” he continued. “It is just 
an excuse to spread socialism. We are en- 
titled to this development but we don’t want 
the Federal government coming out here and 
superseding the state governments.” 


Named to Power Group 


oy E. Borr, Hooper, and Karl C. Brown, 
R’Papitlion, were appointed recently by 
Governor Dwight Griswold to the Omaha 
Peoples Power Commission. They succeeded 
Emil Wolf, Mors Bluffs, and Dr. B. H. Baer, 
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Ashland, who resigned. Bott is an implement 
dealer and Brown is vice president of a bank- 
ing house at Papillion. 

The governor at the time refused to make 
any comment on his appointments and declined 
to answer any questions. He said he had spent 
the better of two days in Omaha discussing 
the power problem and that he had gathered 
considerable information on the subject, and 
would make a complete statement on his posi- 
tion with regard to the Omaha power situa- 
tion later. 


To Study Power Possibilities 


HE Atkinson Public Service Club recently 
appointed a committee to study the pos- 
sibilities of obtaining a municipal power 
plant and distribution system for Atkinson. 
Frank J. Brady, former state senator and 
state tax commissioner and chairman of the 
committee, said the committee would consider 
plans for installing a Diesel motor generat- 
ing plant and instituting condemnation pro- 
ceedings against the distribution system. 


New York 


Mayor Seeks Sales Tax Rise 


AY additional sales tax of one per cent, to 
be imposed over a 3-year period, with 
all proceeds earmarked for $100,000,000 of 
badly needed rehabilitation, equipment, and de- 
ferred maintenance of the city’s subway and 
surface lines, was proposed recently by Mayor 
LaGuardia of New York, who said he would 
ask the forthcoming special session of the 
state legislature to pass the required enabling 
act. 

At the same time, the mayor said, he would 
ask for statutory authority to reorganize and 
streamline the board of transportation, opera- 
tor of the unified transit system. Although he 
gave no details of his reorganization plan, it 
was understood to involve elimination of the 
present 3-man board and the substitution of a 
l-man operating head with a staff of deputies. 

Within the 3-year period to be covered by 
the proposed sales tax, he intimated something 
must be done to wipe out the transit deficit, 
which will amount to $47,900,000 in the 1945- 
46 executive budget, about to be submitted 
to the board of estimates. 


City Transit Bills Dropped 


| ber ogen leaders decided recently to fol- 
low a “hands-off” policy with regard to 
the city of New York’s transit situation in 
view of the political questions involved. All 
the bills on the subject which were introduced 
at this session would be killed. 

Among the measures involved were the 
Joseph-Fine bill which would confer on the 
state public service commission power to re- 
quire the city to furnish adequate service on 


its subway, elevated, and surface lines, the 
Bannigan resolution proposing an investigation 
of the city transit system by a joint legislative 
committee, and the Stephens bill which would 
permit a transit authority to operate the rapid 
transit lines at a self-sustaining fare. 

Of these three proposals only the Joseph- 
Fine bill was thought to have any chance of 
passage. It was approved last month in the 
senate despite objections raised by the city, 
which argued that its enactment would dis- 
rupt transit operation. When the senate bill 
reached the assembly it was referred to the 
rules committee. Members of that commit- 
tee have agreed that it would remain there un- 
til after adjournment of the legislature. 

One of the considerations motivating legis- 
lative leaders was that New York will have a 
municipal election campaign this fall in which 
the transit situation is likely to be an issue. A 
second consideration was the desire of the leg- 
islative leaders to spare Governor Dewey the 
necessity of taking a stand on the transit sit- 
uation in New York in advance of next year’s 
governorship. 

By killing all bills, the legislature, in effect, 
makes the city administration responsible, as 
it now is, for adequacy and safety of service. 


Utility Bill Signed 


dae ona Dewey last month signed a bill 
which imposes new restrictions on the 
power of the state public service commission 
to order rate reductions by municipal gas and 


electric systems. The new law requires that 
the commission receive verified complaints 
from at least twenty-five users before it grants 
any reduction. 


Ohio 


Utility Purchase Opposed 


HE majority of the public utilities com- 
mittee of the Cincinnati city council last 
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month recommended that nothing be done at 
this time in regard to the purchase by the np ¢ 
of the properties of the Cincinnati Gas 
Electric Company. 
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The report was signed by Willis D. Gradi- 
son and Charles E. Weber, Republican mem- 
bers of the council. Albert D. Cash, Char- 
terite, is the third member of the committee. 

In making the report the majority members 
pointed out that in 1941 the people emphat- 
ically turned down the proposal for public 
ownership of Cincinnati Gas & Electric. 

It was further stated that it is the belief 
of the two councilmen that the voters have 
not changed their minds since the referendum 
in 1941 and that for this reason the report 
voices the opinion of the majority. 

“If anyone wishes to submit the question 
to the voters again,” the report stated, “it can 
be done by petition as it was done before.” 


“The most ardent proponent of municipal 
ownership could not have presented these pos- 
sible advantages in a more seductive manner,” 
the report asserted. It also pointed out that in 
1941 the Charter group advocated the defeat 
of the municipal ownership proposal. 

Councilman Albert D. Cash, chairman of 
the public utilities committee, said he had not 
seen the majority report and declared it was a 
“most unusual practice for two members of a 
committee, wholly outside a committee meet- 
ing, to agree upon a report without even dis- 
playing the courtesy of showing that report to 
the chairman and making it necessary for him 
to get his first information about it from the 
newspapers.’ 


¥ 
Oklahoma 


Natural Gas Tax Rapped 


ILSON WALLACE, chairman of the rev- 

enue and taxation committee, recently 
expressed “serious doubt” that his committee 
would approve the proposed 2-cent tax on nat- 
ural gas, one of the key revenue measures of 
the administration program. 

His statement followed a public hearing at 
which 150 businessmen and consumers from 
all sections of the state crowded the committee 
room to protest the proposed tax. Indus- 
trialists told the committee that it was a “bur- 
den industry couldn’t bear.” 

L. A. Roland, Bartlesville attorney, told the 
committee that numerous industries in the 


area would suffer “a drastic and unexpected 
shock if the tax were imposed.” 

“Large users of gas would be so badly hit 
that they'd have to turn to the use of coal 
and electricity,” he said. “We'd be lucky to 
keep some of them.” 

As numerous other spokesmen gave similar 
warnings, W. H. Langly, Stillwell, co-author 
of the bill, protested that the tax would be on 
the producer and distributor and not on the 
consumer. es 

“All taxes are ultimately passed along to the 
consumer,” said Mayor Gear of 
Guymon, “The industrial and home users are 
the ones who would suffer.” Gear was speaking 
on behalf of the Guymon municipal gas system. 


Pennsylvania 


Passage of FEPC Bill Urged 


OVERNOR Edward Martin has been asked 

by Philip Murray, president of the CIO, 
to send a special message to the state legisla- 
ture urging passage of the Brown bill to estab- 
lish a Fair Employment Practices Commission 
in Pennsylvania. 

Murray wrote the governor last month that 
state legislation to eliminate discrimination be- 
cause of race, creed, color, or national origin 
must be “lifted above the realm of partisan 
politics.” He cited the action of Governor 
Thomas E. Dewey of New York in signing 
such a bill as evidence of its nonpartisan 
character. 

“Antidiscrimination legislation runs to the 
very heart of America’s form of government,” 
Murray wrote. “Fair and equal employment 
treatment of all citizens is a cardinal principle 
of the American philosophy of democracy. It 
transcends all consideration of party differ- 
ence. 
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Commending the bill introduced in the house 
by Representative Homer S. Brown, Murray 
pointed out that the measure was essentially 
the same as the New York bill. 


City Asks FPC Aid 


OMPLAINING to the Federal Power Com- 

mission for the first time in a local utility 
rate case, the city of Pittsburgh last month 
sought aid of the FPC in preventing a pro- 
posed rate increase by the Equitable Gas Com- 
pany. City Solicitor Anne X. Alpern, who 
filed the complaint, averred that prices 
charged by two wholesale suppliers—the Ken- 
tucky-West Virginia Gas Company and the 
Pittsburgh & West Virginia Gas Company 
—were responsible for Equitable’s attempted 
rate increase. 

Miss Alpern asked the FPC to investigate 
the reasonableness of the wholesale prices 
and, pending outcome of the probe, to order 
the two basic suppliers to show cause why 
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there should not be an interim reduction in 
their rates. 

Last December, Equitable filed with the 
state public utility commission a new rate 
schedule that would increase small consumers’ 


gas prices 58 to 80 cents a month. The new 
rates were to have become effective February 
10th. Subsequently, the state commission sus- 
pended the new rates for six months from the 
proposed effective date. 


Texas 


Asks Quick Legislation 


Og ge jee to conserve Texas natural gas 
for Texas industries, judicial and legis- 
lative redistricting, and rétention of Texas 
jurisdiction over all classes of insurance com- 
panies operating in the state are the prime 
subjects of legislation which should be con- 
summated in the last sixty days of this session, 
Governor Coke R. Stevenson said last month 
at a press conference. 

Stevenson also expressed the hope that the 
state legislature would stay within the rev- 
enues in all classes of appropriations and that 
there would be no new taxes or tax raises ex- 
cept in the readjustment of natural gas pro- 
duction to retain the great natural fuel to this 
state. 

The governor said the legislature should by 
all means readjust the state laws taxing and 
otherwise affecting insurance companies to 
meet the Federal demands and to thus prevent 
Federal invasion. He wants the conforming 
legislation enacted ahead of the deadline fixed 
by Congress to preserve state control. 


Texas industries should have their physical . 


advantages in the use of natural gas and not 
permit it to be depleted to build up outside 
and competitive manufacturers, Stevenson in- 
sisted, and that the legislature should see that 
this is done and done effectively. A resultant 
tax would also build up state revenues. 

Without argument and with unanimous ap- 
proval, the house committee on state affairs 
on March 20th reported favorably a bill to 
establish an appointive natural resources com- 
mission to regulate oil and gas. 

Previous efforts to divorce oil and gas af- 
fairs from the elective state railroad commis- 


sion have been bitterly contested. Opposition 
to the new proposal undoubtedly would arise 
further along the route of Representative Au- 
gustine Celaya’s bill, it was reported. 

The Celaya bill would authorize the gov- 
ernor, with consent of the senate, to appoint 
three commissioners. They would serve 6- 
year terms and be paid $10,000 a year each. 

Meanwhile, the oil, gas, and mining com- 
mittee postponed from April 2nd to April 5th 
public hearing on four bills giving the state 
commission specific authority to enforce pres- 
sure maintenance regulations in natural gas 
fields. One of the bills also revises definitions 
in oil and gas regulations, including the defini- 
tion of preventable waste. Oil and gas tax 
bills were scheduled to be heard April 4th by 
another committee. 

The committee reported favorably the bill 
of Charles V. Lansberry, Round Rock, to 
clarify the statute on collection of natural 
gas taxes. 

Also on March 20th, the senate committee 
on oil, gas, and conservation recommended 
passage of two measures and set a third for 
public hearing. When opposition developed 
from some committee members on a measure 
which would allow the railroad commission to 
order the reinduction of gas into gas and dis- 
tillate horizons of wells to prevent waste and 
maintain pressure, a public hearing was set. 

The commission now has the right to order 
gas reinduction for oil-producing strata after 
holding a hearing, and the bill, supported by 
Beauford Jester and Ernest O. Thompson, 
commission members, would extend it to gas 
and distillate. The commission would be re- 
quired to hold hearings before issuing such 
orders. 


Washington 


Ask Regional Hearing 


* a statement reiterating its opposition to 
the proposed establishment of a Columbia 
Valley Authority, the Seattle chamber of 
commerce last month asked that congressional 
hearings on the subject be held in the Pacific 
Northwest. 

Hearings on the pending measure, Senate 
Bill 460, were scheduled in Washington, D. C. 
_By holding hearings in the Northwest re- 
gion, the chamber trustees asserted, the con- 
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gressional committee would gain a much bet- 
ter understanding of the development possi- 
bilities. They pointed out, too, that testimony 
would be available from a wider and more 
representative cross section of Pacific North- 
west business, labor, and agriculture. 

Stressing that the bill, if enacted, would af- 
fect “the economic and political freedom” of 
the entire region, the chamber asked for the 
regional hearings “in fairness to those who 
have pioneered and developed the Pacific 
Northwest.” 
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Valuation Studies Completed by Missouri 
Commission in Statewide Telephone Inquiry 


nN investigation instituted by the Mis- 
souri commission in 1936 under 
the provisions of § 5679, R S Mo 
1939, to ascertain the value of the prop- 
erty of the Southwestern Bell Telephone 
Company has culminated in a decision 
determining reproduction cost new, re- 
production cost less depreciation, and 
original cost ; facts relating to segregated 
areas; and an expression of opinion on 
board-to-board and _station-to-station 
separation. Complaints in three other 
proceedings had been consolidated as 
they involved the common question of 
property values. 

Disposing of objections to Western 
Electric Company prices in pricing ma- 
terials and equipment purchased from 
that company, the commission said: 


In accordance with the test formulated by 
the Supreme Court of the United States in 
the case of Smith v. Illinois Bell Teleph. 
Co. 282 US 133, 75 L ed 255, PUR1931A 1, 
51 S Ct 65, the company introduced sub- 
stantial evidence to show that the earnings 
of the Western Electric Company on its 
business with the Bell companies have aver- 
aged 5.8 per cent during the past twenty-six 
years and were less than the profits of sim- 
ilar manufacturing corporations. 

While it is undoubtedly true that a com- 
mon parentage between a major material 
man and a utility such as exists here justi- 
fies the same sort of close scrutiny that the 
chancellor will apply to interfamily con- 
tracts and conveyances, such a relationship 
does not in and of itself constitute a badge 
of fraud or prove prima facie that the use 
of intercompany price quotations has re- 
sulted in a distorted or inflated appraisal. 
It is significant that, although this matter 
has been the subject of a vast amount of 
critical investigation over the past quarter 
of a century, the price quotations of the 
Western Electric Company to the South- 
western Bell Telephone Company, and other 
Bell units, seem still to provide a typical 
example of Hobson’s choice, particularly 
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with reference to those items which are 
standard equipment in the Bell system, and 
which are manufactured only by the West- 
ern to a large extent under patent protec- 
tion. As to this part of the company’s prop- 
erty, there seems to be no alternative ex- 
cept to take the Western’s quotations at face 
value. 

We are not informed that any regulatory 
body has ever established a reliable differ- 
ential whereby the influence (if any) of this 
intercorporate relationship upon the intra- 
system price lists has been measured or by 
which we can discount, generally or specifi- 
cally, the prices quoted therein to any lower 
level which will represent prices better suit- 
ed to this purpose. 


Objections had also been raised be- 
cause reproduction cost of buildings 
was calculated on the assumption that 
each building would be covered by a 
separate construction contract, which, it 
was asserted, was piecemeal appraisal, 
whereas the computation should have 
been assumed that all the buildings cov- 
ered by the appraisal would have been 
included as a unit in a single contract. 
This was also true, the city of St. Louis 
claimed, with respect to certain pole lines, 
cables, and underground conduit. 

It is true, said the commission, that as 
a general rule computation of reproduc- 
tion cost new for appraisal purposes pro- 
ceeds on the hypothesis that the utility 
plant would be reproduced as a whole 
according to the usual practices prevail- 
ing among architects, contractors, and 
material men. The appraisal takes into 
account all attendant and resultant 
economies associated with a construction 
program of the kind and size under con- 
sideration. The commission continued : 


But as a general rule, the utility property 
under consideration is a single homogeneous 
unit in terms of location, ownership, and 
jurisdiction and susceptible both for prac- 
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tical and appraisal purposes of being 
lumped into a single general contract and 
construction program. In those particulars, 
this case departs radically from the general 
rule. Here the staff was confronted with 
a heterogeneous body of property, as to 
which physical location was not a control- 
ling factor, of which ownership was not 
solely in the company, and through which 
services within the services not within our 
jurisdiction were being rendered. Obviously 
the rule of wholesale appraisal invoked by 
the city of St. Louis is not and cannot be 
an inflexible one, and must and does yield 
wherever and to the extent that its applica- 
tion in a particular case is not feasible under 
all of the facts and circumstances existing 
therein. 


The commission overruled objections 
to overhead allowances and labor rates 
used. 

It was said that the pay scale of 
WPA would not control and did not con- 
trol the general labor markets, particu- 
larly in those skilled and semiskilled 
categories of labor which would have 
been required on this job. 


This was not a rate case, although the 
facts determined would presumably be 
used as evidence in subsequent rate 
cases. They could also be used for tax 
purposes. The commission, however, 
deemed it wise to declare its policy as to 
statewide rates without making a formal 
decision. It reviewed the circumstances 
of this statewide company and concluded 
that the statute would permit rather than 
prohibit statewide rate making. At least, 
said the commission, it did not seem that 
the legislature required it to adopt a 
method of rate making “which is im- 
practical, unworkable, and unadaptable 
to the conditions to which it is to be ap- 
plied as is the ‘local exchange basis’ in 
connection with the properties of the 
Southwestern Bell Telephone Company.” 
The commission cited decisions from 
other states in support of this conclusion. 
Public Service Commission of Missouri 
v. Southwestern Bell Telephone Co. 
(Nos. 9279, 8112, 9280, 9528). 
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Charter Proposal for Helicopter Service 
Held Too Broad 


St Airlines Transportation Com- 
pany, incorporated for the purpose 
of transporting persons and property by 
motor vehicle, failed to obtain from the 
Pennsylvania commission approval of a 
charter amendment intended primarily 
to authorize helicopter service, because 
the purpose as stated was too broad. It 
provided that the purpose was the busi- 
ness of carrying and transporting per- 
sons and property by means of motor 
vehicles and any other vehicles driven or 
propelled by power of any kind on land, 
in the air, or on the water. It contained 
additional provisions as to letting and 
hiring, operating stations, waiting rooms, 
and warehouses, and other purposes. 

Protests were filed by other carriers 
alleging, among other things, that the 
amendment sought was only a first step 
in a proposed program of expansion, that 
it in no way disclosed the nature or char- 
acter of the proposed expansion, and that 
it was indefinite and vague. 


Counsel for the applicant stated that 
his client had no intention of engaging in 
the operation of a railroad and was not 
interested in operating any vehicle on 
rails. He clearly indicated that the pur- 
pose was to acquire the right to operate 
helicopters or similar aircraft. The com- 
pany had previously sought approval of 
the exercise of the right to operate heli- 
copters and had taken exception to a pro- 
posal that a helicopter is not a “motor 
vehicle.” 

The commission commented : 


While that issue has not been resolved in 
the prior case for the reason that action 
thereon was suspended in accordance with 
our Statement of Policy issued April 11, 
1944, and while we have here under con- 
sideration a proposed charter amendment 
which, if approved, will grant the required 
right, it is nevertheless pertinent to observe 
that our actions on that issue are directed 
by the provision of the Public Utility Law 
which defines the term “motor vehicle.” 
That definition specifically excludes vehicles 
that “travel through the air,” which exclu- 
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sion manifestly applies to air-borne vehicles. 
Obviously the provisions of the law must 
be observed; common usage, engineering, 
designation, or whimsical interpretation of 
the term to the contrary notwithstand- 
Ass) 

We are not convinced that the public in- 
terest is served by the granting of such com- 


prehensive rights to any person or corporda- 
tion and we are mindful of the appropri- 
ateness of defining the fields of activity of 
carriers utilizing specific modes of trans- 
portation. 


Re Airlines Transportation Co. (Appli- 
cation Docket No. 62976). 
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Police Request Gives Telephone Company 
Right to Deny Service 


O N an application for an order direct- 
ing a telephone company to restore 
service which had been discontinued at 
the request of a police department be- 
cause of alleged use for gambling and 
bookmaking, the New York Supreme 
Court, Westchester county, held that 
the telephone company was within its 
rights in denying service. It was said 
to be the duty of the company to take 
such action, as otherwise it might well 
run the risk of becoming a party to 
criminal activities and also because 
sound public policy requires it in the first 
instance to aid the authorities in their 
efforts to enforce the law. 

(For another view on this subject, in 


the New York Supreme Court, New 
York county, see Shillitani v. Valentine 
(1945) 53 NY Supp(2d) 127, referred 
to in Pusiic UTILITIES FoRTNIGHTLY, 
March 15, 1945, at page 393.) 

Telephone service, at one time a lux- 
ury, the court continued, has today be- 
come a necessity. A police department 
should not interfere with a subscriber’s 
service unless it acts with reason. The 
subscriber, therefore, was entitled to a 
speedy determination. Since evidence of 
placing horse-racing bets over the tele- 
phone was disputed, the court referred 
the matter to an official referee to hear 
and report. Re Manfredonio, 52 NY 
Supp(2d) 392. 
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New York Commission Rules on Filing of 


Subcontracts on 


nN order of the New York commis- 
sion requiring the filing by public 
utility companies of subcontracts on a 
cost-plus basis has been amended to ex- 
cept from such requirement subcon- 
tracts in an amount of $1,000 or less. 
The point had been made that cost-plus 
subcontracts under general cost-plus 
contracts are often let for small parts of 
the work and that the requirement of fil- 
ing under the rule, with the possible ulti- 
mate requirement of public letting, 
would be unduly burdensome in some 
cases. 

The New York statute authorizes the 
commission to direct public utilities to 
award contracts for construction, ex- 
ceeding in amount $25,000 in any cal- 
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a Cost-plus Basis 


endar year, to the lowest responsible 
bidder, and authorizes the commission to 
prescribe rules and regulations with re- 
spect to this matter. The commission has 
not required the public letting of all con- 
struction contracts, but it has required 
the filing of proposed cost-plus contracts 
so that the commission might determine 
whether public letting of the work 
should be required. Quoting from the 
commission opinion : 

Subsequently it was discovered that cer- 
tain utility companies were using the de- 
vice of so-called subcontracts to evade, and 
in certain cases entirely to nullify, the ef- 
fect of the commission’s order. For ex- 
ample, after a cost-plus contract had been 
duly filed, and after the commission had 
determined, upon an examination of its 
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terms, that public interest did not require 
that the contract be submitted to competi- 
tive bidding, the general contractor would 
enter into so-called subcontracts on a cost- 
plus basis, covering a substantial part of the 
work. These so-called subcontracts were 
not filed with the commission and it was 
later discovered that certain of the subcon- 
tracts provided. for exorbitant percentage 
fees to the subcontractor, far in excess of 
the fees provided in the general contract 
and in excess of those which could be re- 
garded as reasonable and proper. If such 
subcontracts had been filed, the commission 
would undoubtedly have ordered a public 
offering of the work. 

It is the view of the commission that a 
so-called subcontract on a cost-plus basis 
under a general cost-plus contract comes 
within the scope of its original orders. The 
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public utility company which let the gen- 
eral cost-plus contract must pay in full for 
all subcontracts and fees in connection there- 
with. Where the general contract is on a 
cost-plus basis, a subcontract, although 
nominally let in the name of the general 
contractor, is in effect the contract of the 
public utility company, within the meaning 
of § 115 of the Public Service Law. 


The commission had, therefore, 
amended its rules to require the filing of 
subcontracts. But it recently called a 
hearing on the question of rules and 
regulations, and this resulted in adoption 
of the modification to exempt small 
contracts. Re Filing of Cost-plus Con- 
tracts (Case 9638). 


Admission of Commission Decision in Injunction 
Suit Not Reversible Error 


JUDGMENT upholding a rate order 

of the Texas commission in an in- 
junction suit was affirmed by the court 
of civil appeals of Texas, notwithstand- 
ing claims of error on the part of the 
trial court in admitting commission de- 
cisions in evidence. Other objections 
were also overruled. 

Admissibility of evidence in a suit to 
test the validity of a commission rate 
order, it was held, is governed by rules 
of evidence applicable to other civil 
causes, since such suits are trials de novo. 
But admission in evidence of the findings 
and opinion of the commission, said the 
court, should not require a reversal even 
though some portions of the commis- 
sion’s opinion might be inadmissible. 
There was no showing that the trial 


court’s judgment was based in any man- 
ner on the commission’s opinion. Other 
evidence supported the judgment. 

Admission in evidence of rate orders 
of the commission rendered in similar 
cases under similar circumstances was 
upheld. Such orders, the court said, 
showed the policy and practice of the 
commission. 

Refusal of the lower court to submit 
fact issues to the jury was sustained on 
the ground that the question whether a 
rate established by the commission was 
unreasonably discriminatory was a ques- 
tion of law for the courts, where the ma- 
terial and controlling facts were not dis- 
puted and led to but one reasonable con- 
clusion. Southwest Stone Co. v. Railroad 
Commission et al. 184 SW (2d) 691. 


Order Approving Reorganization Plan for 
Submission to Court Not Appealable 


a to review orders of the Se- 
curities and Exchange Commission 
approving a plan of reorganization for 
submission to a Federal court, pursuant 
to § 11(f) of the Holding Company Act, 
were dismissed by the circuit court of 
appeals, seventh circuit, on the ground 
that such orders are not appealable. 


The petitioners, it was held, were not 
“parties aggrieved” within the meaning 
of § 24(a) of the Holding Company Act. 

The question as to whether petitioners 
were “aggrieved,” said the court, would 
seem to depend upon the character of the 
orders and the part which they played in 
the general scheme of corporate reor- 
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ganization. It was noted that the plan 
would not become effective upon the en- 
try of the commission’s order, but that 
such order was a condition precedent to 
action by the court in which the reor- 
ganization proceeding was pending. 

The court must proceed under the 
Bankruptcy Act and, upon approval of 
the plan, submit it to creditors and stock- 
holders affected, furnishing them with 
the judge’s opinion, or summary there- 
of, and the report or summary thereof 
by the commission. All interested 
parties would have a hearing for con- 
sideration of the confirmation of the 
plan. The court said: 

The proceeding before the commission is 
merely an interim step in the full reorgan- 
ization process. Its order is interlocutory 
in form, and in effect amounts to little more 
than a recommendation to the court that the 
plan meets the requirements of the Utility 
Act. This recommendation, while no doubt 
entitled to great weight, must run the 
gamut of judicial approval, and the court 
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is entirely free to approve or reject. It 
would seem to follow that the legal status 
of a party before the commission would not 
be changed by such an order. 


The petitioners pointed out a number 
of anomalies which might result from 
this decision. They emphasized that an 
order approving a reorganization plan 
would not be appealable to a circuit 
court of appeals, while an order refus- 
ing to approve such plan would be. Even 
so, said the court, the novelty of such a 
situation was not such as to be disturb- 
ing. On the other hand, if the court ac- 
cepted jurisdiction and modified the com- 
mission’s order, it was not apparent how 
it could require the district court to ac- 
cept such modified plan. That court 
would still be bound, under the bank- 
ruptcy statute, to make its own inde- 
pendent determination as to whether the 
plan was feasible and equitable. Gilbert 
et al. v. Securities and Exchange Com- 
mission, 146 F(2d) 513. 


Limitation of Liability for Errors in 
Telephone Directory 


fo tere Missouri commission disap- 
proved as unreasonable a rule pro- 
posed by a telephone company reading as 
follows: 


The telephone company, except as pro- 
vided herein, shall not be liable for damage 
claimed on account of errors in or omissions 
from its directories nor for the result of 
the publications of such errors in the direc- 
tory nor will the telephone company be a 
party to controversies arising between sub- 
scribers or others as a result of listings pub- 
lished in its directories. Claims for damages 
on account of interruptions to service due to 
errors or omissions in directory listings will 
be limited to a pro rata abatement of the 
charge for such of the subscriber’s service 
as is affected, the maximum abatement not 
to exceed one-half the service charges for 
the period from the date of issuance of the 
directory in which the mistake occurred to 
the date of issuance of a new directory con- 
taining the proper listing. 


The commission said that it would, 
however, approve the following rule: 


The telephone company’s liability for 
damages on account of interruptions to 
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service due to errors or omissions in direc- 
tory listings will be limited to a pro rata 
abatement of the charge for such of the 
subscriber’s service as is affected, the maxi- 
mum abatement not to exceed one-half the 
service charges for the period from the 
date of issuance of the directory in which 
the mistake occurred to the date of issu- 
ance of a new directory containing the 
proper listing. 

The commission asserted jurisdiction 
to approve or disapprove such a rule, 
since directory listing pertained to priv- 
ileges or facilities of the company with- 
in the purview of the regulatory statutes. 
The commission also held that such a 
rule is lawful. It was said that while the 
law is well settled that one may not con- 
tract against his liability for negligence, 
he may contract for liquidated damages 
incurred when the act causing the dam- 
ages is not willful or grossly negligent. 

On the question of reasonableness, 
however, the commission did not ap- 
prove the provision that the company 
would not be a party to controversies 
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prising between subscribers or others as 
p result of listings published in direc- 
ories. The commission was further of 
he opinion that the other language in the 


first sentence of the proposed rule was 
unnecessary in order to accomplish the 
purpose of the rule. Re Missouri Tele- 
phone Co. (Case No. 10,471). 


e 


Exemption from Competitive Bidding Denied 


Fy application by Georgia Power & 
Light Company for exemption of 
$2,500,000 first mortgage .bonds from 
he competitive bidding requirements of 

ule U-50 was denied by the Securities 
and Exchange Commission where no 
special circumstances were present to 
justify a conclusion that competitive 
bidding was inappropriate within the 
provisions of the rule. 

The company had negotiated a sale 
with an insurance company. It con- 
tended that the contract price was at 
least as good as that which could be ob- 
tained by competitive bidding, in view 
of the expense that would be involved in 
competitive bidding, including the cost 
of registering the bonds under the Se- 
curities Act of 1933. 

The company submitted a comparison 
with the sale prices and coupon rates of 
other bond issues which it considered 
similar. The staff of the public utilities 
division of the commission also com- 
pared the offer with offers secured in 
competitive bidding on recent bond is- 


sues it considered similar, and reached 
the opposite conclusion. The commis- 
sion said: 

We need not go into the question whether 
these comparisons are valid or not. The 
competitive bidding rule was designed to 
afford, among other things, an orderly and 
fair method of determining whether the 
cost of money to the issuer is reasonable 
and fair. 

We have had occasion in previous cases 
to pass upon the contention that competitive 
bids might possibly be lower than a private 
commitment already obtained. 


The commission said that in rejecting 
this contention it had pointed out in Re 
Public Service Co. of Indiana (1942), 
Release No. 3521, that although there is 
a possibility of a lower bid than a private 
commitment, there is an equal possibility 
that the bonds might be sold at higher 
prices through competitive bidding. If 
such an argument were permitted to be 
persuasive, the competitive bidding rule 
could be completely nullified. Re Geor- 
gia Power & Light Co. (File No. 70- 
936, Release No. 5641). 


& 


Service to Purchasers of Lots Not 
Regulated As a Public Utility 


COMPLAINT against charges for wa- 

ter supplied to a cottage by the 
developer of a tract located on or adja- 
cent to a lake was dismissed by the Con- 
necticut commission for lack of jurisdic- 
tion. The attorney general had advised 
the commission that, in his opinion, the 
water supply was not a public utility 
subject to regulation. The commission, 
in view of the evidence, consideration of 
| the law, and the opinion of the attorney 
general, decided that this was not a pub- 
lic utility under the provisions of the 


525 


statutes vesting power in the commission 
over water companies. 

The applicable statute provides that a 
“water company” shall include, among 
others, a “person” owning, maintaining, 
operating, managing, or controlling any 
pond, lake, reservoir, or distributing 
plant employed “for the purpose of 
supplying water for general domestic 
use in any town, city, or borough, or 
portion thereof.” 

General domestic use, said the com- 
mission, appears to connote primarily 
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use for household purposes and, sec- 
ondarily, use for the commercial and in- 
dustrial purposes for which a water 
supply is useful. Ordinarily the words 
in the statute would indicate an intent 
that the distribution of water in the town 
must be broad rather than restricted, in 
reaching the conclusion that the supply 
is a public supply and subject to regula- 
tion rather than a private supply. Use 
of the public highways would be a 
strong indication that the water supply 
is a public one. 

Here the owner of the water supply 
had sold water to purchasers of lots. He 
did not sell to any other persons. In 
deeds to the lots there was a provision 
that if an association of cottagers 
should be formed and that association 
should vote to install a water pipe-line 
system and the owner of a lot should 
elect to connect with that system, he 
would pay his proportionate share of the 
cost. No association was actually formed 


until about 1942. The water system wa; 
offered to such an association, but it di¢ 
not accept the offer. The commissior 
said: 


town of Goshen. On the contrary, the evi- 
dence discloses that he has sold water as an 
incident to his real estate development, lim. 
ited to the particular development and with 


the understanding that the owners of theft 


cottages would at some time in the future 
reimburse him for the cost of the water sup- 
ply and operate the supply for their own 
mutual benefit. The water system which he 
operates may be somewhat likened in its 
legal effect to that of a codperative enter- 
prise which limits its service to its own 
stockholders or members of the coopera- 
tive and does not serve or hold itself out as 
willing to serve the public. 
circumstances a codperative is not regarded 
as a public utility. See annotation in 132 
American Law Reports, page 1495. 


Re Judd (Docket No. 7576). 
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Other Important Rulings 


HE Supreme Court held that, in de- 

termining whether to establish a 
through route requiring a carrier to short 
haul itself, the Interstate Commerce 
Commission may properly take into con- 
sideration the adequacy of service, cost 
to the shipper, and the convenience, effi- 
ciency, and cost of the carrier’s opera- 
tions, under the provision of the Inter- 
state Commerce Act which subjects the 
authority conferred upon the commission 
to establish a through route, if found to 
be in the public interest, to the qualifica- 
tion that it may not establish such a route 
which requires a carrier to short haul 
itself unless it finds that the route will 
provide adequate and more efficient or 
more economic transportation. Pennsyl- 
vania Railroad Co. v. United States. 


The California commission, in grant- 
ing a certificate to a company to acquire, 
construct, and operate a public utility 


water system and to issue stock, declared 


that it has no authority over the exten- § 


sion of a municipal water system. A city 
operating a water utility had asked the 
commission to limit the applicant’s serv- 
ice area. Re San Jose Hills Water Co. 
(Decision No. 37556, Application No. 
263035). 


The California commission authorized 
property transportation for less than 
minimum rates established by a prior de- 
cision for 1945 similar to an authoriza- 
tion held in 1943, but it denied authority 
with respect to the year 1944, holding that 
no provision is made in the City Carriers’ 
Act for retroactive adjustment of rates 
and charges. Applicable transportation 
charges, it was said, are those in effect 
when shipments are accepted for trans- 
portation. Re Walkup Drayage & Ware- 
house Co. (Decision No. 37572, Applica- 
tion No. 25066). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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RE SOUTHERN NEW ENGLAND TELEPHONE CO. 


CONNECTICUT PUBLIC UTILITIES COMMISSION 


Re Southern New England Telephone 
Company 


Docket No. 7557 
February 6, 1945 


[carne relating to applicability to housing authorities of 
telephone tariff provision for reduced rates to municipalities; 
housing authorities held not entitled to reduction. 


Discrimination, § 67 — Tariff provisions for rate concessions — Strict construction 


— Municipalities. 


1. Tariff provisions for reduced rates to certain classes, such as municipal- 
ities, are to be strictly construed because such a practice approaches the 
border ground of discrimination between customers, p. 136. 


Discrimination, § 59.1 — Rate concessions to political subdivisions — Housing au- 


thorities — Tariffs. 


2. Housing authorities are not entitled to any reduction in telephone charges 
by virtue of a tariff provision for concessions where service is paid for by 
a state, county, or municipal government without reimbursement from the 
individual in whose office the service is furnished, even though housing au- 
thorities may be regarded either as municipal corporations or public cor- 
porations functioning as political subdivisions of the state, p. 136. 


Housing authorities — Nature and status. 


Discussion of the operations, functions, and nature of housing authorities, 
with a consideration of decisions on the question whether a housing author- 
ity is a municipal corporation or a political subdivision of the state, in pro- 
ceeding relating to municipal rate concessions, p 131. 


By the Commission: The Southern 
New England Telephone Company in 
a communication dated July 1, 1944, 
informed the Commission as follows: 

“A recent review of rates charged 
Housing Authorities for telephone 
service disclosed that, due to the lack 
of specific information in some of our 
local offices about Housing Authorities 
and their relationship to municipalities, 
concession rates have been accorded to 
some of these Authorities. Since it is 


[9] 129 


our belief that Housing Authorities 
do not qualify within the terms of our 
Tariffs, Part II, § 5, par D, for mu- 
nicipal rates, in that they are separate 
independent corporations with no lia- 
bility on the part of any municipality 
for their telephone bills, we have im- 
posed full charges on the several Au- 
thorities previously obtaining the bene- 
fit of concession rates. This action re- 
sulted in the refusal by the Bridgeport 
Housing Authority, operating the Yel- 
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low Mill Village and Marina Village 
Developments in that city, to pay the 
full rates, on the ground that Housing 
Authorities are municipalities within 
the purview of the tariff section men- 
tioned above. 

“Under the circumstances, it ap- 
pears that an issue is raised as to the 
construction of The Southern New 
England Telephone Company Tariff, 
Part II, § 5, par D, and it is respect- 
fully requested that the Commission, 
acting under § 1414c of the Cumula- 
tive Supplement to the General Stat- 
utes (1935), investigate on its own 
motion the application of the said 
tariff section to telephone charges 
billed to the Bridgeport Housing Au- 
thority for telephone service at its of- 
fices in the Yellow Mill Village and 
Marina Village Developments in 
Bridgeport.” 


That part of the tariff of the tele- 
phone company applying to discounts 
to municipal rates is set forth in Part 
II, § 5, Sheet 1, par D, effective May 
10, 1941, and reads as follows: 


“D. Service Furnished Municipal, 
County, and State Governments, 
Public School Districts, Parochial 
Schools, Active V olunteer Fire De- 
partments 
“1. Concession rates, known as mu- 

nicipal rates, apply as specified below 
to service furnished municipal, county, 
and state governments, public school 
districts, and parochial schools. These 
rates also apply to official service of 
active volunteer fire departments. 

“2. Business flat rate normal area 
service main stations, auxiliary lines, 
and private branch exchange trunks 
are furnished at municipal rates. For 
municipal rates applying in the vari- 
57 PUR(NS) 


ous exchanges, see the Local Ex. 
change Tariffs. 

‘3. Municipal concession rates also 
apply to exchange line mileage charges 
in connection with flat or message rate 
business service, and to local leased 
line mileage charges. For municipal 
rates applying to mileage, see Mileage 
Charges section of this tariff. 

“4. Municipal rates as_ specified 
above are allowed only where the serv- 
ice is paid for by the state, county, or 
municipal government, public school 
district, parochial school, or volunteer 
fire department without reimburse- 
ment from the individual in whose 
office the service is furnished.” 

As the result of this communication, 
a conference was held on July 24, 1944, 
at the office of the Commission in 
Hartford, State Office Building, be- 
tween the Commission, representatives 
of several housing authorities in the 
state, and the Southern New England 
Telephone Company, respecting the 
applicability to Housing Authorities 
of the aforesaid tariff granting a re 
duced rate for telephone service sup- 
plied to municipalities. Briefs were 
filed with the Commission after the 
conference. 

In view of the disagreement be- 
tween the parties in interest, as ex- 
pressed at the conference and in their 
briefs, the Commission ordered an in- 
vestigation of the subject matter ina 
hearing to be held at its office in Hart- 
ford, State Office Building, on Wed- 
nesday, November 8, 1944, at 11 
o’clock in the forenoon and thereafter 
postponed to November 20, 1944, at 
the same hour and place. Notice of 
the investigation and the time and 
place of the original and postponed 
hearings was given to the Southern 


130 





gral 
pho 
any 
teley 
the 

Con 
A 
pany 
mad 
the s 
phor 
shoy 
ing 

recei 
payi 
total 
billec 
the « 


RE SOUTHERN NEW ENGLAND TELEPHONE CoO. 


New England Telephone Company 
and to the Bridgeport Housing Au- 
thority of Bridgeport, the Hartford 
Housing Authority of Hartford and 
the Wethersfield Housing Authority of 
Wethersfield, the interested parties, as 
known to the Commission. 

At the time and place assigned for 
a hearing, the Southern New England 
Telephone Company - appeared by 
counsel and another officer in support 
of its request. The several housing 
authorities, just stated, appeared by 
counsel in opposition to the applica- 
tion. 

That part of the tariff of the tele- 
phone company which is involved in 
the question presented has been in 
force since 1927. Reduced rates for 
telephone service have been available 
to municipal, county, and state gov- 
ernments since 1892 but have never 


been available to the Federal govern- 


ment or its agencies. Concession in 
municipal rates did not come from the 
granting of any franchise to the tele- 
phone company by the municipality or 
any rights in the company to construct 
telephone lines in city streets prior to 
the creation of the Public Utilities 
Commission in 1911. 

About a year ago the telephone com- 
pany investigated the charges being 
made by its various offices throughout 
the state to housing authority for tele- 
phone service. The investigation 
showed that at the end of 1943, 9 hous- 
ing authorities within the state were 
receiving reduced rates and 7 were 
paying the full tariff charge. Of the 
total of 16 authorities, 7 were being 
billed for telephone service directly to 
the office of the United States Hous- 
ing Authority in Boston. 

This lack of uniformity in charging 
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housing authorities for telephone serv- 
ice has occurred because the particular 
housing authority in a city applied to 
the local commercial office of the tele- 
phone company which office made its 
own decision whether the particular 
housing authority was entitled to the 
reduced rate or not as a municipal cor- 
poration. The entire gross revenue 
involved is approximately $2,000 an- 
nually. 

Housing authorities are of recent 
origin and their projects are located 
principally in Bridgeport, Stratford, 
Norwalk, Meriden, Hartford, East 
Hartford, Glastonbury, New Haven, 
Middletown, Bristol, Manchester, New 
Britain, and Wethersfield. 

There are three different types of 
so-called housing authorities but they 
all stem from the same authority 
created by the general assembly in 
1937, as substantially amended in 
1943. 

The first type is the project that is 
owned by the authority itself which 
looks primarily to the United States 
Government for the funds or credit 
with which to defray the cost of con- 
structing the project. This type is the 
one specifically authorized and cov- 
ered in statutory detail in the original 
act in 1937. 

The second type consists of land and 
dwellings owned by the United States 
Government, or one of its corporate 
agencies, and leased to the local hous- 
ing authority. 

The third type consists of land and 
dwellings owned by the Federal gov- 
ernment, or one of its corporate agen- 
cies, and managed by the local author- 
ity as an agent of the Federal govern- 
ment under contract with the govern- 
ment. The second and third types 
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are the ones authorized under the 
1943 amendments of the original 
statute. 

The functioning of the first type 
of housing project, which stems from 
the original legislation, as just stated, 
was developed in some detail at the 
hearing, particularly with reference to 
the Bridgeport Housing Authority as 
an illustration. Housing authorities 
and the enabling legislation under 
which they function have originated 
largely under the aegis of the United 
States Housing Authority, a Federal 
corporation which coordinates the 
Federal public policy with the opera- 
tion of the housing authorities in the 
several states. A recital of that evi- 
dence will throw some light on the 
functioning of housing authorities. 

The city of Bridgeport made a sur- 
vey of housing accommodations in 


that city in 1937 which resulted in a 
finding that about 1,000 families need- 


ed decent homes. The common coun- 
cil passed the necessary resolution 
creating a housing authority. The 
mayor appointed the members of the 
housing authority. These acts of the 
municipality were made under the pro- 
visions of §§ 178e to 18le, inclusive, 
of the 1939 Supplement to the General 
Statutes of Connecticut, which give it 
that power. 

While the project was initially re- 
stricted to housing of low income 
families, since the rise of the National 
Emergency, these houses are now be- 
ing used as homes for workers en- 
gaged in production for national de- 
fense. This change is due to the en- 
larged scope of operation created by 
the 1943 amendments to the original 
legislation. The results in effect have 
been to convert projects from the first 
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type into the second and third type 
of projects described above. 

The city of Bridgeport loaned the 
authority the funds necessary to start 
the functioning of the housing author- 
ity and keep it functioning until the 
latter could apply to the Federal gov- 
ernment for a loan. The loan from 
the city of Bridgeport was repaid by 
the housing authority from the financ- 
ing by the Federal government or one 
of its agencies. The housing author- 
ity borrowed from the Federal govern- 
ment, through the issuance of its 
bonds, funds necessary to finance the 
construction of the project, as stated, 
under § 189e of the 1939 Supplement. 
The bonds will be amortized in full at 
their maturity, sixty years from the 
date of issuance, out of the rents re- 
ceived from the tenants, At the 
maturity of the bonds, the housing au- 
thority expects to transfer the project 
to the city of Bridgeport. The mem- 
bers of the housing authority are sub- 
ject to removal by the mayor. (Sec- 
tion 183e, 1939 Supplement.) 

The housing authority makes an an- 
nual report to the city of Bridgeport, 
as well as to the United States Hous- 
ing Authority, and its books and oth- 
er records are subject to audit by both 
the municipality and the Federal agen- 
cy. It operates on a nonprofit basis. 
Its principal or sole source of income 
is rents received from the tenants. 
Any deficit in operations which may 
be sustained by the housing authority 
is made up principally by the Federal 
government and to a less extent by 
the municipality. 

Thus, in the case of Bridgeport, the 
city makes a contribution in the form 
of waiver of taxes under § 193e of the 
1939 Supplement. The amount of 
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taxes that the housing authority in 
Bridgeport would pay at the present 
mill rate on the assessed value of the 
property of the authority approximates 
$166,000 annually. The housing au- 
thority only pays the city $36,000 an- 
nually so that, in effect, Bridgeport is 
subsidizing the authority to the ex- 
tent of $100,000 annually. The mu- 
nicipality supplies the housing author- 
ity with the same municipal service 
that other taxpayers receive without 
charge; namely, ash, garbage collec- 
tion, police, and fire services. The 
housing authority does not have any 
power itself to levy taxes under the 
legislation authorizing its creation. 
The housing authority executes con- 
tracts and leases in its own name. It 
can sue and be used in its own 


name. Any contracts it makes for the 
maintenance of the project are not sub- 
ject to control by the city of Bridge- 


port. Title to the project is in the 
name of the authority as a corporation. 
All of these and other broad powers of 
action independent of the municipality 
are contained in § 184e of the 1939 
Supplement. When the housing au- 
thority borrows money from the Fed- 
eral government, it does not need to 
secure the approval of the city. Asa 
matter of fact, § 189e, relating to the 
issuance of bonds by the authority, 
provides specifically that “The bonds 
and other obligations of an authority 
shall not be obligations of the munici- 
pality or of the state or any political 
subdivision thereof and such bonds 
shall so state on their face, and neither 
the municipality nor the, state or any 
political subdivision thereof shall be 
liable thereon, nor, in any event, shall 
such bonds or obligations be payable 
out of any funds or properties other 
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than those of such authority. The 
bonds shall not constitute an indebted- 
ness within the meaning of any debt 
limitation or restriction.” 

The United States Housing Au- 
thority approves the schedules of rents 
to be charged tenants in housing proj- 
ects and the income restrictions gov- 
erning the admission of tenants to the 
project. That authority also estimates 
the average annual income and ex- 
penses for operating the project and 
outlines the form of the lease to be 
required of tenants. It approves the 
budget. The local authority keeps its 
records, financial and otherwise, in ac- 
cordance with a manual prepared by 
the United States Housing Authority. 
The Office of Price Administration 
fixes the level of rents. 

The Statutes in Connecticut creating 
housing authorities are to be found in 
Chap 33c of the 1939 Supplement to 
the General Statutes (§§ 178e to 202e, 
inclusive) as amended by Chap 33c 
of the 1943 Supplement to the Gen- 
eral Statutes (§§ 114g to 134g, in- 
clusive). Examination of the stat- 
utes enacted in 1937 shows a grant 
of authority substantially similar to 
the operation of the housing authority 
as outlined above. For example, the 
municipality has the power of appoint- 
ing and removing members of the 
housing authority (§§ 18le and 
183e). The general powers of the 
housing authority as a public corpora- 
tion to act as such in the management 
of housing projects are set forth in 
§ 184e. It is provided in § 189e that 
the bonds of an authority shall not be 
obligations of the municipality of the 
state or any political subdivision of the 
state. The aid which the Federal gov- 
ernment extends in the functioning of 
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the housing authority in the form of 
grants of financial assistance is con- 
tained in § 192e. The power of the 
municipality to agree with the author- 
ity or the Federal government upon 
the sum to be paid by the housing au- 
thority in lieu of taxes is set forth in 
§ 193e. This section also exempts the 
authority from municipal taxes. 

The amendments made in 1943 take 
cognizance of the relationship of hous- 
ing projects to production of goods for 
national defense. Essentially, these 
amendments authorize housing au- 
thorities to act as agents of the Fed- 
eral government in the management of 
housing projects constructed by the 
Federal government to house defense 
workers. This enabling legislation 
covers the second and third types of 
projects which have been described 
above and which appear to be the 


principal types of projects functioning 
at the present time, due to the location 
of most of these projects in defense 
areas and the policy of the housing 
authority in making projects available 


primarily for defense workers. The 
1943 legislation also created a public 
corporation to be known as the Con- 
necticut State Housing Authority con- 
sisting of five commissioners nominat- 
ed by the governor and confirmed by 
the general assembly (§ 126g). 

Since the issue in this proceeding 
revolved largely around the question 
of whether or not housing authorities 
were municipal corporations, the Com- 
mission has considered this matter at 
some length. There does not appear 
to be any decision in Connecticut which 
throws any light upon the question. 
While the case of Sachem’s Head 
Property Owners’ Asso. v. Guilford 
(1931) 112 Conn 515, 152 Atl 877, 
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defines a municipal corporation, it does 
not help in passing upon the novel 
question created by this petition. 

The Commission has, therefore, 
turned to decisions in other states in 
which the status of housing authorities 
has been considered, largely under 
circumstances of taxpayers’ suits chal- 
lenging the constitutionality of the 
housing legislation in the particular 
state or some substantial part of that 
legislation. It appears from one of 
those decisions that legislation similar 
in form to that adopted in Connecticut 
in 1937 now exists in thirty-two states 
(Housing Authority of Los Angeles 
v. Dockweiler [1939] 14 Cal(2d) 
437, 94 P(2d) 794). 

All of the housing legislation ap- 
pears to have stemmed from an act of 
Congress passed in 1937 creating the 
United States Housing Authority 
(Title 42 USCA §§ 1401-1430). It 
appears from that legislation that the 
Federal Congress contemplated that 
the several states, in passing similar 
legislation, would be expected to create 
either state, county, or municipal cor- 
porations in functioning as housing 
authorities. This contemplation is in- 
dicated by definitions Nos. 11 and 13 
of § 1402 which read— 

“11. The term ‘public housing agen- 
cy’ means any state, county, municipal- 
ity, or other governmental entity or 
public body (excluding the authority) 
which is authorized to engage in the 
development or administration of low 
rent housing or slum clearance.” 

“13. The term ‘authority’ means the 
United States Housing Authority 
created by § 1403 of this title.” 

An examination of the Federal legis- 
lation indicates that the bulk of it 
deals with the inter-relationship and 
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powers of the two agencies, as above 
defined. 

The brief of William H. Tribou, of 
counsel for the housing authorities, 
contains a complete reference to deci- 
sions of our state courts involving the 
constitutionality of legislation affect- 
ing housing authorities. The refer- 
ences below are taken largely from 
that brief. 

In the following decisions the par- 
ticular state court specifically held that 
a housing authority was a municipal 
corporation in passing upon the con- 
stitutionality of the legislation of the 
particular state: 

Wells v. Housing Authority (1938) 
213 NC 744, 197 SE 693, affirmed 
in Cox v. Kinston (1940) 217 NC 
391, 8 SE(2d) 252. 

Laret Investment Co. v. Dickmann 
(1939) 345 Mo 449, 134 SW(2d) 
65. In the Missouri act it appears 
there was a specific provision that the 
housing authority created under the 
Missouri legislation was a municipal 
corporation incorporated for essential 
public purposes. 

Knoxville Housing Authority v. 
Knoxville (1939) 174 Tenn 76, 123 
SW (2d) 1085. 

In Re Opinions of the Justices 
(1938) 235 Ala 485, 179 So 535. 

McNulty v. Owens (1938) 188 SC 
377, 199 SE 425. 


In the following cases the inference 
from the decisions is that a housing 
authority should be regarded as a mu- 
nicipal corporation or a political sub- 
division of the state, principally be- 
cause its property was held to be ex- 
empt from local taxation under the 
legislation of the particular state: 

State ex rel. Harper v. McDavid 
(1941) 145 Fla 605, 200 So 100. 
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Marvin v. Housing Authority of 
Jacksonville (1938) 133 Fla 590, 183 
So 145. 

State ex rel. Grubstein v. Campbell 
(1941) 146 Fla 532, 1 So(2d) 483. 
Hogue v. Housing Authority of North 
Little Rock (1940) 201 Ark 263, 144 
SW (2d) 49. 

Williamson v. Housing Authority 
of Augusta (1938) 186 Ga 673, 199 
SE 43. 

Rutherford v. Great Falls (1939) 
107 Mont 512, 86 P(2d) 656. 

Housing Authority of Dallas 
(1940) 135 Tex 158, 143 SW(2d) 
79. 

Humphrey v. Phoenix (1940) 55 
Ariz 374, 102 P(2d) 82. 

In Dornan v. Philadelphia Housing 
Authority (1938) 331 Pa 209, 231, 
200 Atl 834, housing authorities in 
that state were not held to be munici- 
palities because the Pennsylvania law 
specifically declares that they should 
in no way “be deemed to be instru- 
mentalities of any city or county or 
engaged in the performance of a mu- 
nicipal function but shall constitute 
public bodies exercising public powers 
of the commonwealth as agencies 
thereof.” The inference from this de- 
cision is that under the Pennsylvania 
statute a housing authority is a polit- 
ical subdivision of the state. 

In State ex rel. Porterie v. Housing 
Authority of New Orleans (1938) 
190 La 710, 182 So 725, the court 
held that a housing authority was not 
a municipal corporation. The infer- 
ence from the decision is that under 
the Louisiana legislation housing au- 
thorities are a political subdivision of 
the state. 

In Krause v. Peoria Housing Au- 
thority (1939) 370 Ill 356, 19 NE 
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(2d) 193, housing authorities in Illi- 
nois were regarded as public charities 
whose property is to be devoted ex- 
clusively to charitable purposes. 

The cases on housing authorities 
are collected in an annotation in 130 
ALR at p. 1069 but the annotation 
does not discuss the specific question 
of the kind of public corporation rep- 
resented by a housing authority. 

In view of the decisions referred 
to above, and the similarity of the stat- 
utes in the particular states with the 
Connecticut statutes on housing au- 
thorities, as enacted in 1937, the con- 
clusion appears inescapable that hous- 
ing authorities in this state are either 
municipal corporations or public cor- 
porations functioning as political sub- 
divisions of the state. In spite of their 
hybrid character, indicated by the way 
in which they function in coordination 
with the United States Housing Au- 
thority, this conclusion seems sound, 
upon reflection that under the basic 
separation of powers between the Fed- 
eral government and the several states, 
in conformity with Federal constitu- 
tional law, a state cannot create a Fed- 
eral corporation any more than the 
Federal Congress can create a state or 
a municipal corporation. 

[1, 2] The issue is thus narrowed 
down to § 4 in the availability clause 
in the tariff of The Southern New 
England Telephone Company which 
we repeat below: “Municipal rates as 
specified above are allowed only where 
the service is paid for by the state, 
county, or municipal government, pub- 
lic school district, parochial school, or 
volunteer fire department without re- 
imbursement from the individual in 
whose office the service is furnished.” 

Provisions in tariffs for a public 
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utility service creating a reduction in 
rates are to be strictly construed be- 
cause such a practice approaches the 
border ground of discrimination be- 
tween customers. In this field of dis- 
crimination, any differential in a rate 
schedule which is not justified from 
the standpoint of collecting from the 
customers charged with the particular 
rate the cost incurred in giving them 
service, may impose an additional bur- 
den on those customers who do not en- 
joy the preferred or lower rate. 
While the language of § 4 is some- 
what difficult to understand with re- 
spect to its application to public cor- 
porations, viewed from the aspect of 
discrimination, as just discussed, its 
meaning appears clear. The cost of 


telephone service used by the housing 
authority is not “the service 
the state, county 


paid for by 
or municipal government . with- 
out reimbursement. ” In short, 
there is no burden imposed upon the 
taxpayer as a result of telephone serv- 
ice supplied to a housing authority. It 
seems quite clear, therefore, that hous- 
ing authorities, regarded either as 
municipal corporations or public cor- 
porations functioning as political sub- 
divisions of the state, are not such cor- 
porations within the meaning of the 
availability clause in the tariff of The 
Southern New England Telephone 
Company, quoted above. 

Based upon its investigation, the 
Commission, therefore, finds that 
housing authorities created under the 
general statutes of the state of Con- 
necticut, receiving telephone service 
in this state from The Southern New 
England Telephone Company, are not 
entitled to any reduction in charges for 
telephone service by virtue of any pro- 
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vision in the tariff of that company 
on file with the Commission and pres- 
ently in force. 

We hereby direct that notice of the 


foregoing be given by the secretary of 
this Commission by forwarding true 
and correct copies thereof to parties in 
interest, and due return make. 





CALIFORNIA RAILROAD COMMISSION 


Re Southern California Gas Company 


Decision No. 37454, Application No. 26345 
November 1, 1944 


PPLICATION by gas company for approval of agreement with 
L \ Defense Plant Corporation to provide for injection, stor- 
age, and withdrawal of natural gas in oil and gas field; granted. 


Gas, § 10.1 — Natural gas — Contract for storage and withdrawal — War needs. 
1. A contract between a gas company and the Defense Plant Corporation 
for the injection, storage, and withdrawal of natural gas in a depleted field, 
in order to meet increased requirements of natural gas for war and other 
essential loads during the winter season, should be approved, p. 137. 


Expenses, § 135 — Natural gas utility — Gas storage project — War needs. 

2. Costs incurred by a public utility company for developing and operating 
a gas storage project under contract with a Federal corporation, to provide 
for increased gas availability to essential consumers during peak periods in 
wartime, are properly chargeable to gas operations and, accordingly, should 
be reflected in customer rates for service, although such costs, whether 
representing capital expenditures or operating expenses, must be tested by 
the usual standards of reasonableness, p. 137. 


By the CoMMISSION : 

[1, 2] In this application Southern 
California Gas Company sets forth as 
Exhibit I a contract that it proposes to 
enter into with the Defense Plant Cor- 
poration (a corporation created by Re- 
construction Finance Corporation of 
the National Government) and seeks 
an order from this Commission ap- 
proving said contract, to be dated Oc- 
tober 1, 1942, for the injection, stor- 
age, and withdrawal of natural gas in 
the so-called Playa del Rey Oil and 
Gas Field. 


137 


There is a considerable background 
leading up to the filing of this applica- 
tion that need not be reviewed in de- 
tail. It may be recounted, however, 
that the proposed agreement now be- 
fore the Commission represents the 
culmination of what may be looked 
upon as the codperative effort of sev- 
eral parties, including not only appli- 
cant corporation but likewise Defense 
Plant Corporation, War Production 
Board, Office of Petroleum Adminis- 
tration for War, Union Oil Company 
of California, Department of Natural 
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Resources of California, and this Com- 
mission. Early in 1942 it became ap- 
parent that, with the tremendous in- 
creased requirements of natural gas for 
war and other essential loads, the de- 
liverability of gas into the Los Angeles 
metropolitan area must be sharply in- 
creased, especially during periods of 
peak day demands. Steel was not 
available for new pipe lines. The de- 
sirability of a large underground stor- 
age near load center, that could be filled 
in the off-peak summer period and 
used in the winter season, was appar- 
ent. A geological and economic sur- 
vey by this Commission showed Playa 
del Rey, an oil and gas field nearing 
depletion within the Los Angeles area 
and having an estimated usable storage 
capacity of approximately two billion 
cubic feet, as probably feasible as an 
underground storage reservoir, This 
Commission, in August, 1942, recom- 
mended to the appropriate Federal 
agencies the acquisition, under govern- 
ment war powers, of this storage reser- 
voir of approximately 240 acres. In 
September 1942 Defense Plant Cor- 
poration acquired possession, under 
condemnation, of this field and appli- 
cant corporation, after constructing the 
necessary transmission and compres- 
sion facilities, injected about 1# billion 
cubic feet of gas in the late summer and 
fall of 1943. During the past heating 
season of 1943-44 about # billion cubic 
feet were withdrawn to help meet the 
critical demands of this period, with 
hourly demand withdrawals approach- 


ing 2 million cubic feet and 25 million 
cubic feet per day.? 


Generally it may be said that the 
proposed contract provides that appli- 
cant, Southern California Gas Compa- 
ny, shall pay Defense Plant Corpora- 
tion for the use of the reservoir, suffi- 
cient moneys over the 83-year period 
covered by the agreement to make De- 
fense Plant Corporation whole in the 
acquisition costs, carrying charges, and 
costs of operation and maintenance of 
the storage project. Referring to the 
contract, it appears that such charges 
and payments provide for a 34-cent 
charge per thousand cubic feet of gas 
withdrawn from the reservoir gas 
wells, plus any deficiency in earnings, 
after crediting to the project receipts 
from the sale of oil, etc., that may fall 
short of meeting all expenses, plus a 5- 
per cent interest carrying charge on the 
average unrecovered investment in the 
project. In addition to the aforesaid 
payments, $200,000 is to be paid an- 
nually to return to Defense Plant Cor- 
portation its investment in the project, 
subject, however, to return of such 
payments and other payments, exclu- 
sive of the 34-cent charge, to Southern 
California Gas Company, depending 
upon the over-all recovery Defense 
Piant Corporation receives from the 
production and sale of oil from the field 
and other earnings and as provided 
for in detail in the aforesaid contract 
agreement. 

In addition to the authorization 
sought as to the approval of the con- 
tract agreement itself, applicant specifi- 





1The first year’s cycle of injection, stor- 
age, and withdrawal has indicated some gas 
migration. A new pressure survey migration 
study is under way and the results appear 
favorable at this time. A satisfactory ac- 
counting for increased gas production from 
adjoining wells outside of the condemned De- 


fense Plant area is about to be consummated. 
Injected gas during this summer and fall of 
1944 brings the total in storage to about 24 
billion cubic feet and the 3 billion cubic feet 
storage limit, of which 2 is estimated to be 
readily usable, may be realized this year. 
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cally asks and makes request that this 
Commission permit it to: 

“(1) include in its rate base any 
and all investment made by it in fa- 
cilities constructed for the injection, 
storage and withdrawal of natural gas 
in said Playa del Rey site, 

“(2) include in its rates to its con- 
sumers any and all expenses incurred 
by the company in the’ operation of 
such facilities and any and all moneys 
paid by it to Defense Plant Corpora- 
tion under and in accordance with the 
terms and provisions of said contract 
with Defense Plant Corporation set 
forth in Exhibit I, and 

(3) recoup from its consumers any 
and all loss suffered by the company in 
connection with, and/or as the result 
of, the construction, operation and/or 
removal of said facilities and any and 
all loss suffered by the company under, 
and/or as the result of said contract 
with Defense Plant Corporation as set 
forth in Exhibit I.” 

We are of the opinion that a project 
of this character, holding out such 
favorable possibilities to the utility and 
its customers, should have the Com- 
mission’s support. This underground 
reservoir provides an increase in gas 
availability to essential customers dur- 
ing the critical periods of maximum 
demand and the costs involved in the 
developing and operating the storage 
project are properly to be looked upon 
as chargeable to gas operations and ac- 
cordingly should be reflected in cus- 
tomer rates for gas service. In this 
respect, however, it is also true that 
such costs, whether they represent cap- 


ital expenditures or operating expen- 
ses, must be tested by the usual stand- 
ards of reasonableness. The account- 
ing shall be in accordance with the 
Commission’s classification of accounts 
and in such form and detail that com- 
plete analysis of charges and credits to 
this project can readily be made. Spe- 
cific requirements as to payments un- 
der the contract agreement shall be 
deemed reasonable costs.” 

The Commission having considered 
the request of applicant and being of 
the opinion that a public hearing is 
not required, and finding that appli- 
cant utility is warranted in undertak- 
ing natural gas injection, storage, and 
withdrawal in the Playa del Rey Oil 
and Gas Field and that the costs in- 
curred, as heretofore reviewed, are 
properly chargeable to utility opera- 
tions, and good cause appearing, there- 
fore 


It is ordered that the Southern Cali- 
fornia Gas Company may enter into 
that certain contract agreement with 
Defense Plant Corporation, dated Oc- 
tober 1, 1942, and attached to the ap- 
plication as Exhibit I, and carry out 
the conditions and requirements of said 
agreement, including the making of 
payments as therein provided. Appli- 
cant shall file three copies of the agree- 
ment within thirty days after its execu- 
tion. 

The effective date of this order shall 
be the date hereof. 





2 Even if the project should ultimateiy prove 
to be a partial failure, the costs actually and 
necessarily incurred shall be deemed as prop- 
erly chargeable to utility service. 
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VIRGINIA SUPREME COURT OF APPEALS 


R. O. Norris, Jr. 


Henry G. Gilmer, Comptroller 


— Va —, 32 SE(2d) 88 
November 20, 1944 


Pere proceedings to compel state comptroller to tssue 
a warrant for petitioner's salary as member of State Cor- 
poration Commission; mandamus denied. 


Mandamus, § 1 — Validity of appointment to public office — Public Service Com- 


missioner. 


1. Mandamus is an appropriate remedy to test the validity of an appoint- 
ment to the State Corporation Commission, p. 141. 


Commissions, § 54 — Appointment or election of Commissioners — Confirmation 


by legislature. 


2. A person appointed to fill a vacancy on the State Corporation Commis- 
sion must be elected by the general assembly in the same manner as those 
who are elected for regular terms and not merely confirmed by it within the 
ordinary meaning of the word, p. 141. 


Commissions, § 54 — Election or appointment of Commissioners — Members of 


general assembly. 


3. A member of the State Corporation Commission holds an elective office, 
within the constitutional provision prohibiting the election by the general 
assembly of any member thereof to office during the term for which they 
shall have been elected to the assembly, p. 145. 


Commissions, § 54 — Election or appointment of Commissioners — Member of 


general assembly. 


4. A member of the general asembly is not a qualified person to fill a 
vacancy on the Corporation Commission, and, therefore, the governor’s 
appointment of such a person to that office is void ab initio, p. 146. 


Before Campbell, C.J., and Holt, 
Hudgins, Gregory, Browning, Eg- 
gleston, and Spratley, JJ. 


APPEARANCES: C. O’Conor Gool- 
rick, of Fredericksburg, and Robert H. 
Chilton, Jr., of Heathville, for peti- 
tioner; Guy B. Hazelgrove, of Rich- 
mond, for respondents. 


EGGLesTon, J.: This is a petition 
for mandamus to require the defendant 
in his official capacity as state comp- 
troller, to issue to the petitioner a war- 
rant for the latter’s salary for two 
days, August 30 and 31, 1944, alleged 
to be due for services as a member of 
the State Corporation Commission. 
The amount of money involved is not 
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in issue and the only controversy sub- 
mitted to us is whether or not the pe- 
titioner is de jure a member of the 
State Corporation Commission. 

On August 30, 1944, the governor 
of Virginia issued to the petitioner a 
commission appointing him “a mem- 
ber of the State Corporation Commis- 
sion for the unexpired term ending 
January 31, 1950, subject to confirma- 
tion by the general assembly, or until 
his successor be chosen as provided by 
law.” On the same day the petitioner 
took and subscribed to the oath of of- 
fice required by law and assumed the 
duties as a member of the Commission. 

At the time of his appointment the 
petitioner was a member of the general 
assembly of Virginia, having been 
elected to and having qualified as a 
member of the Senate from the 
Thirtieth Senatorial District for the 
term of four years commencing the sec- 
ond Wednesday in January, 1944. 
Because of this fact doubt was ex- 
pressed as to his eligibility for the office 
and the validity of his appointment 
thereto. A question was also raised as 
to whether the appointment should 
have been “for a term ending thirty 
days after the commencement of the 
next session of the general assembly,” 
in accordance with Code, § 3694, as 
amended by Acts 1944, Chap 19, p 17. 


While the governor, before making 
the appointment, had been assured by 
an opinion of the attorney general of 
the petitioner’s eligibility, and the term 
for which the appointment should be 
made, the interests of both the com- 
monwealth and the petitioner demand- 
ed that these questions be judicially de- 
termined. Hence this proceeding. 

Counsel for the petitioner insist that 
he is eligible to fill the office, that his 


141 


GILMER 


appointment is in all respects valid, and 
that he is entitled to a warrant for the 
salary due him. 

The comptroller, through his coun- 
sel, takes the position that the petition- 
er was not “a qualified person” to be 
appointed to the position; that his ap- 
pointment was in violation of §§ 45 
and 155 of the Constitution of Vir- 
ginia, and was void ab initio; and that 
hence the petitioner is not legally en- 
titled to any salary as a member of the 
State Corporation Commission. 

No question has been raised as to 
the jurisdiction of this court to decide 
the issues thus submitted to it. Indeed, 
both parties urge upon us the impor- 
tance of the questions involved and the 
desirability, both from the standpoint 
of the commonwealth and of the peti- 
tioner, that they be settled promptly. 

[1] If the position of the comptroller 
be sound and the petitioner’s appoint- 
ment be void ab initio, then the peti- 
tioner is merely a de facto officer and 
is not entitled to the salary attached to 
the office. 43 Am Jur, Public Officers, 
§ 488, pp 237, 238, and authorities 
there cited. That mandamus is an ap- 
propriate remedy to test the question 
thus raised is well settled. 35 Am Jur, 
Mandamus, § 245, pp 19, 20; Roanoke 
v. Elliott (1918) 123 Va 393, 414, 96 
SE 819. 

[2] Section 155 of the Constitution, 
so far as it relates to the appointment 
and qualifications of members of the 
State Corporation Commission, reads 
as follows : 

“There shall be a permanent Com- 
mission, to consist of three members, 
which shall be known as the State Cor- 
poration Commission. Their regular 
term of office shall be six years, respec- 
tively. Whenever a vacancy in the 
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Commission shall occur, the governor 
shall forthwith appoint a qualified per- 
son to fill the same for the unexpired 
term, subject to confirmation by the 
general assembly or until his successor 
be chosen as provided by law. Com- 
missioners selected for regular terms 
shall, at the beginning of the terms for 
which selected, and those appointed to 
fill vacancies, shall immediately upon 
their selection or appointment, enter 
upon the duties of their office. The 
Commissioners shall be elected by the 
general assembly. The present Com- 
missioners shall continue in office until 
the expiration of their present terms. 
The terms of their successors shall 
begin on the first day of February next 
succeeding their selection. 

“No person while employed by, or 
holding any office in relation to, any 
transportation or transmission compa- 
ny, or while in any wise financially in- 
terested therein, or while engaged in 
practicing law, shall hold office as a 
member of said Commission, or per- 
form any of the duties thereof. Nor 
shall any such person be interested, ei- 
ther directly or indirectly, in any in- 
surance company, association, or fra- 
ternal organization, or in any bank, 
trust or other like company doing busi- 
ness in this state and which is by law 
made subject to the supervision of said 
state Corporation Commission, but 
this section shall not be so construed as 
to prevent any such person from being 


a policyholder in any insurance com- 
pany, insurance association, or fra- 
ternal organization. 

“At least one of the Commissioners 
shall have the qualifications prescribed 
for judges of the supreme court of ap- 
peals; and any Commissioner may be 
impeached or removed in the manner 
provided for the impeachment or re- 
moval of a judge of said court.” 

It will be observed that here the gov- 
ernor is not given an unlimited power 
of appointment to fill a vacancy on the 
Commission. He may appoint only “a 
qualified person,’’ and such appoint- 
ment is “subject to confirmation by the 
general assembly.”’ 

While the second paragraph of the 
section enumerates certain persons 
who shall not “hold office as a member 
of said Commission, or perform any of 
the duties thereof,’ there is no indica- 
tion that the term “‘a qualified person,” 
was intended merely to exclude such 
persons. Surely, an appointee must 
meet the other tests prescribed by the 
organic law,—that is to say, one who 
is disqualified under any other provi- 
sion of the Constitution from being 
elected to or holding the office is not 
“a qualified person.””* 

Section 45 of the Constitution pro- 
vides that no member of the general 
assembly “during the term for which 
he shall have been elected shall be elect- 
ed by the general assembly to any civil 
office of profit in the state.” Manifest- 





1Section 155 of the Constitution of 1902 
provided that the governor should fill a va- 
cancy on the Commission by appointing “a 
qualified person” to fill the same for the un- 
expired term, subject to confirmation by the 
general assembly. The section also enumerat- 
ed certain persons who were ineligible for 
membership on the Commission. Chapter 147 
of the Acts of 1902-3-4 was adopted, as stat- 
ed in its title, “to put into effective operation 
the provisions of the Constitution relating to 
the creation, appointment and organization of 
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the ‘State Corporation Commission.”  Sec- 
tions 2 and 3 of that act (Code, §§ 3694, 
3695) required qualifications of a member in 
addition to those mentioned in § 155 of the 
Constitution. They provided that he possess 
“the qualifications prescribed by the Consti- 
tution and by law to be a member of the 
‘State Corporation Commission,’” that he be 
“a citizen of this state,” and “a qualified voter 
under the Constitution and laws of this 
state. 
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ly, by reason of this section the peti- 
tioner would not be eligible to election 
by the general assembly at its next reg- 
ular session, or at any extra session 
which might convene prior thereto, be- 
cause the term for which he was elected 
a member of the general assembly will 
not have then expired. 

But petitioner’s counsel insist that 
this latter section does not render him 
ineligible for the appointment to fill the 
vacancy, because under the language 
of § 155, such appointment is merely 
“subject to confirmation” by the gen- 
eral assembly, which, they say, is quite 
different from an election by that body. 

It is true that ordinarily there is a 
marked distinction between the power 
of the general assembly to elect and its 
power to confirm an appointment. 
When the general assembly elects, it 
alone chooses or selects the officer. 
When it confirms an appointment 
made by the governor, it but evidences 
its approval of or acquiescence in the 
selection or choice of the officer made 
by the chief executive. In the one case 
the initiative rests solely with the gen- 
eral assembly, while in the other it 
rests solely with the governor in the 
exercise of his power of appointment. 

But here we do not have an example 
of “confirmation” in the ordinary 
meaning of that term. The section de- 
fines the word “confirmation,” as there 
used, for it provides in clear and un- 
ambiguous language, that ““The Com- 
missioners shall be elected by the gen- 
eral assembly.” This provision re- 
lates to all Commissioners and not 
merely to those who are elected for 
regular terms. It immediately follows 
a sentence dealing both with “Com- 
§ missioners selected for regular terms” 
and “those appointed to fill vacancies.” 
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Hence, in our opinion, “confirma- 
tion by the general assembly,” as used 
in this section, means “election by the 
general assembly.” This view is forti- 
fied by the observation that the drafts- 
men of this section use several words, 
all meaning the same thing: ‘“‘subject 
to confirmation by the general as- 
sembly” ; “until his successor be chosen 
as provided by law’; and “Commis- 
sioners selected for regular terms.” 
Here “confirmation” must mean “elec- 
tion,” and “chosen” and “selected” 
must mean “elected,” because of the 
clear mandate that, “The Commission- 
ers shall be elected by the general as- 
sembly.” 


“cc 


When the governor appoints “a 
qualified person” to fill an existing va- 
cancy on the Commission, the general 
assembly may do one of two things. 
It may elect the appointee, in which 


event he stands confirmed in the office, 
or it may elect another person in his 
place, in which latter case the ap- 
pointee’s succesor has been “chosen as 
provided by law.” But which ever 
course is pursued, the person selected 
holds his office because he has been 
“elected by the general assembly.” 


To adopt the interpretation urged 
on behalf of the petitioner and to hold 
that an appointee to a vacancy on the 
Commission may merely be confirmed, 
as that term is ordinarily used, and 
need not be elected, would require us to 
read out of the section and disregard 
entirely the unequivocal mandate re- 
quiring that all of the Commissioners 
“shall be elected by the general as- 
sembly.” Moreover, it would drive us 
to the illogical conclusion that the gen- 
eral assembly could confirm as an ap- 
pointee a person whom it was forbid- 
den by § 45 to elect. 

57 PUR(NS) 





VIRGINIA SUPREME COURT OF APPEALS 


That the final power to elect mem- 
bers of the Commission is now vested 
in the general assembly clearly appears 
from a history of § 155. In the Con- 
stitution of 1902 this section provided: 
“The Commissioners shall be appoint- 
ed by the governor, subject to con- 
firmation by the general assembly in 
joint session, Whenever a 
vacancy in the Commission shall oc- 
cur, the governor shall forthwith ap- 
point a qualified person to fill the same 
for the unexpired term, subject to con- 
firmation by the general assembly as 
aforesaid.” 

Pursuant to an act approved March 
25, 1926 (Acts 1926, Chap 481, 
p 797), the governor appointed a 
Commission to suggest amendments to 
the Constitution of Virginia. The re- 
port of this Commission is printed as 
“House Document No. 2,” in House 
Journal, 1927 Ex. Sess. While the 
Commission proposed certain changes 
in § 155, it recommended the retention 
of the provisions for the appointment 
of members of the State Corporation 
Commission by the governor, “subject 
to confirmation by the general assem- 
bly in joint session,” and for filling va- 
cancies thereon by like appointment 
and confirmation. (House Document 
No. 2, pp 82-84, House Journal, 1927 
Ex. Sess. ) 

But the suggested recommendations 
of the Commission for the method of 
selecting members of- the State Cor- 
poration Commission, and for filling 
vacancies on that body, did not meet 
with the approval of the general as- 


sembly. The House of Delegates 
amended the section to provide that: 
“The Commissioners shall be elected 
by the general assembly in joint ses- 
sion, and vacancies thereon filled in the 
same manner as is provided for the 
election of judges of the supreme court 
of appeals and for the filling of va- 
cancies on such court.” (House 
Journal, 1927 Ex. Sess., p 92.) 


The Senate amended the section, as 
amended by the House, to provide that 
the Commissioners be “appointed by 
the governor, subject to confirmation 
by the general assembly, or elected by 
the general assembly, as may be pro- 
vided by law.” (Senate Journal, 1927 
Ex. Sess., p 227.) The Senate further 
amended the section by providing that: 
“Whenever a vacancy in the Commis- 
sion shall occur, the governor shall 
forthwith appoint a qualified person to 
fill the same for the unexpired term, 
subject to confirmation by the general 
assembly or until his successor be 
chosen as provided by law.” (Senate 
Journal, 1927 Ex. Sess., p 232.) 

Conferees on the part of the Senate 
and of the House of Delegates adjusted 
these marked differences in the pro- 
posed methods of selecting the mem- 
bers of the Commission, and of filling 
vacancies thereon, and rewrote the pro- 
visions in their present form. (Senate 
Journal, 1927 Ex. Sess., pp 291, 292; 
House Journal, 1927 Ex. Sess, 
p 307.) The provision that the Com- 
missioners “‘shall be elected by the gen- 
eral assembly” was deliberately insert- 
ed upon the recommendation of the 





2 The final sentence in the section provided 
that: “After the first day of January, nine- 
teen hundred and eight, the general assembly 
may provide for the election of the members 
of the Commission by the qualified voters of 
me Staves 

Section 3694 of the Code of 1919 continued 
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in effect the provisions for appointment of 
the members of the Commission by the gov- 
ernor, but the Acts of 1918, Chap 55, p 108, 
provided for their election by the people. 
The latter statute was repealed by Acts of 
1926, Chap 37, p 48, which restored the power 
of appointment to the governor. 
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conferees and was adopted by both 
Houses. (Senate Journal, 1927 Ex. 
Sess., pp 292, 295; House Journal, 
1927 Ex. Sess., pp 307, 310.) 

Our view that under this section the 
governor’s appointee must be “elected” 
is fortified by the fact that the general 
assembly itself has placed that interpre- 
tation upon the section, 

On August 18, 1933, Governor Pol- 
lard notified the members of the gen- 
eral assembly that he had “appointed 
Thomas W. O2zlin, to be a 
member of the State Corporation Com- 
mission for the unexpired term be- 
ginning April 17, 1933, and ending 
February 1, 1938, or until his succes- 
sor be chosen as provided by law, to 
fill the vacancy occasioned by the resig- 
nation of Hon. George C. Peery.” 
(House Journal, 1933 Ex. Sess., p 9; 
Senate Journal, 1933 Ex. Sess., p 19.) 
The appointee was nominated for elec- 
tion and “elected” by both branches of 
the general assembly to fill the vacan- 

3 (House Journal, 1933 Ex. Sess., 
pp 17-20; Senate Journal, 1933 Ex. 
Sess., pp 26-28.) 

Again, by Acts of 1944, Chap 19, 
p 17, the general assembly amended 
Code, § 3694, providing for the elec- 
tion or appointment of members of 
the Commission. This act passed the 
general assembly without a dissenting 
vote. The second paragraph pro- 
vides: ‘Whenever a vacancy in the 
Commission shall occur or exist when 
the general assembly is in session it 
shall elect a successor for such unex- 
pired term. If the general assembly is 
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not in session, the governor shall forth- 
with appoint pro tempore a qualified 
person to fill the vacancy for a term 
ending thirty days after the commence- 
ment of the next session of the general 
assembly, and the general assembly 
shall elect a successor for such unex- 
pired term.” (Italics supplied.) 

Clearly, under this language, when a 
vacancy .occurs in the Commission, 
whether the general assembly be in ses- 
sion, or whether there be an ad interim 
appointment by the governor, the “suc- 
cessor” must be elected by the general 
assembly. 

It is true that the petitioner here 
challenges the constitutionality of that 
act on the ground that it limits the gov- 
ernor’s power of appointment to “a 
term ending thirty days after the com- 
mencement of the next session of the 
general assembly,” whereas § 155 of 
the Constitution requires that such ap- 
pointment be made “for the unexpired 
term, or until his successor be 
chosen as provided by law,” and that 
this position was upheld by a ruling of 
the attorney general. Whether that 
contention and ruling be sound we 
need not here decide. In any event, 
the act is a clear expression by the gen- 
eral assembly of the view that the gov- 
ernor’s appointee to fill a vacancy on 
the Commission must be “elected” by 
the general assembly and not merely 
“confirmed” by it within the ordinary 
meaning of the latter term. 

[3] The argument is made that the 
appointment of the petitioner to fill the 
vacancy does not violate § 45 of the 





3See similar manner in which William 
Meade Fletcher was elected to succeed him- 
self as a member of the Commission for the 
full term of six years, beginning February 
1, 1934. (House Journal, 1934 Sess., p 92; 
Senate ‘Journal, 1934 Sess., p 66.) 


[10] 
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_* The vote in the House of Delegates was 

yeas 83; nays 0.” (House Journal, 1944 
Py p 115.) 

The vote in the Senate was “yeas, 38; 
nays, 0.” (Senate Journal, 1944 Sess., p 154.) 
The petitioner here is recorded as having 
voted for the measure. 
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Constitution, because, it is said, that 
while that section originally provided 
that no member of the general assem- 
bly “shall be appointed or elected to 
any civil office of profit in the state ex- 
cept offices filled by the election by the 
people,” the present section, upon the 
recommendation of the revisors, omit- 
ted the prohibition against “appoint- 
ment” of such members. It is pointed 
out that in recommending this change 
the revisors said: “No good reason 
is seen why members of the general as- 
sembly should not be eligible to ap- 
pointive office.” (House Document 
No. 2, p 30, House Journal, 1927 Ex. 
Sess. ) 

A complete answer to this argument 
is that, as already indicated, a member 
of the State Corporation Commission 
holds an elective and not an “ap- 
pointive office.” Hence, the change 
in § 45 does not remove the ineligibil- 
ity of a member of the general assem- 
bly to that office. Examples of “ap- 


pointive” officers, each of whom is ap- 
pointed by the governor and merely 
confirmed by the general assembly, and 
holds a “civil office of profit in the 
state,’ are: Secretary of Common- 
wealth (Const. § 80) ; State Treasurer 
(Const. § 81) ; Superintendent of Pub- 
lic Instruction (Const. § 131); Ad- 
jutant General (Michie’s Code of 
1942, § 2673(12)). 

[4] Since the petitioner, by reason 
of his membership in the general as- 
sembly, is not qualified to be elected by 
that body to be a member of the State 
Corporation Commission, it neces- 
sarily follows that he was not “a quali- 
fied person” to fill the vacancy thereon, 
and his appointment to the office was 
void ab initio. 

Having reached this conclusion it is 
not necessary that we discuss the other 
questions raised in the briefs. 

The mandamus is denied. 


Mandamus denied. 





NEW JERSEY BOARD OF PUBLIC UTILITY COMMISSIONERS 


Benjamin Ganek 


New Jersey Bell Telephone Company 


December 19, 1944 


OMPLAINT against denial of telephone service discontinued 
because of use for illegal purposes; dismissed. 


Evidence, § 15 — Presumption — Violation of gambling law — Plea of guilty. 
1. It must be assumed that a telephone subscriber complaining against denial 
of telephone service for violation of gambling laws was guilty, although 
he denies that he ever accepted any bets on horses, where he entered a volun- 
tary plea of guilty in police court to a criminal charge of possession of slips 
pertaining to betting odds on horse races, p. 147. 
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ervice, § 134 — Grounds for denial — Violation of law — Reasonableness of rule. 
2. Rules and regulations of a telephone company, providing that in the 
event of improper use or abuse of service for any transaction of business 
in violation of law the company may remove its equipment, and that the 
company may do so upon objection to continuance of service made by or 
on behalf of any governmental authority, are reasonable in view of the statu- 
tory interdictions placing criminal and civil liability upon the company as a 
penalty for engaging in, or aiding and abetting, gambling practices in 
violation of law, p. 148. 


Evidence, § 18 — Use of telephones — Placing of bets. 
3. An inference that a telephone subscriber used telephones in connection 
with accepting bets on horses or similar activities, in violation of law, may 
properly be made from data relating to betting odds on slips of paper found 
upon the premises, where the subscriber has pleaded guilty to a criminal 
charge of possession of such slips, p. 148. 


Service, § 134 — Grounds for denial — Illegal use. 

4. A telephone company, having reasonable cause for believing that its 
facilities are being used or will be used in furtherance of illegal purposes, 
is justified in invoking its regulations which provide for service denial for 
use in violation of law, and thus not assume the danger of rendering itself 
liable to statutory penalties; and the company is not under duty to show an 
actual use of the telephone for the improper purpose before discontinuing 
the same, p. 148. 


Service, § 134 — Denial for unlawful use — Subscriber's record as basis — Action 
of police department. 

5. The reasonableness of the conduct of a telephone company in denying 
telephone service because of illegal use for gambling activities is supported 
by the fact that the police department has refused to give approval to restor- 
ation of service, such refusal being based, among other things, upon the 
subscriber’s past record of arrests and convictions on similar charges, 
p. 148. 


+ 


APPEARANCES: Barney Larkey, for 
Benjamin Ganek; A. J. Bittig, for 
New Jersey Bell Telephone Company. 


By the Commission: The com- 
plainant, Benjamin Ganek of 44 Sher- 
man avenue, Newark, New Jersey, in 
formal complaint filed against respond- 
ent, New Jersey Bell Telephone Com- 
pany, alleges that respondent, without 
proper justification, discontinued tele- 
phone service at premises occupied by 
complainant and refuses to restore said 
service. The telephone service in 
question was not a private telephone 
and consisted of two public telephone 
booths operated by coins. 
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Respondent admits that it has dis- 
continued service to the complainant 
and that it has refused to restore it. 
It maintains that its action is in ac- 
cord with its adopted practice, and 
that it is justified as a result of a raid 
made upon premises of the complain- 
ant by Newark police in which raid 
slips of paper allegedly pertaining to 
horse racing were discovered upon 
complainant’s premises. After the 
raid, the complainant, Ganek, entered 
a plea of guilty to a criminal charge of 
possession of such slips. 

[1] It appears from the evidence 
that the complainant and his wife 
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maintain a “luncheonette” at premises 
44 Sherman avenue, Newark, N. J. 
On March 31, 1944, the vice squad of 
the detective bureau of the Newark 
Police Department made a raid upon 
complainant’s premises and upon 
search, on a shelf behind the counter, 
the police found a slip of paper identi- 
fied as a slip showing an interest in 
horse racing. The slip contained vari- 
ous figures representing sums of mon- 
ey. Another slip was also found on 
the premises containing the following: 
“Montclair 3-1504—$29.10—Joe— 
Play.” Following such a raid a com- 
plaint was made charging that Ben- 
jamin Ganek, the present complainant, 
had in his possession certain slips in- 
dicating his interest in a horse race in 
violation of § 634 of the city ordinance. 
Complainant pleaded guilty to this 
charge and was fined accordingly. 
Complainant in the hearing before the 
Board denied that he ever accepted any 
bets on horses. In view of the volun- 
tary plea of guilty to the charge in the 
police court no credit can be given to 
his denial and, for the purpose of this 
proceeding, it must be assumed that he 
was guilty. 

[2] Upon notice of such raid and 
conviction, respondent discontinued 
complainant’s telephone service. Re- 
spondent proved that as a part of its 
general exchange tariff it had adopted 
certain rules and regulations providing 
that in the event of improper use or 
abuse of the service for any transaction 
of business in violation of law, the 
company may remove its equipment; 
and further, that the company may do 
so upon objection to the continuance 
of the service made by or on behalf of 
any governmental authority. 


The narrow question before the 
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Board, therefore, is whether or ng 
these rules are reasonable and whe 
er they were reasonably applied. 

As to the reasonableness of the rule; 
there can be no serious question jj 
view of several statutory interdictio 
placing criminal and civil liability upo; 
respondent as a penalty for engaging 
in, or in aiding and abetting in gam 
bling practices in violation of law. Ref 
erence is made to R.S. 2:135-2; RS 
2:135-4; R.S. 2:147-4; R.S. 2:171-3 

[3-5] Complainant, however, con 
tends that, assuming the reasonable 
ness of the rules, they were not prop 
erly and reasonably applied in the pres! 
ent instance. 


Complainant maintains that he wai 
not engaged in the business of accept: 
ing bets on horses; that at no time ha 
he used the telephones in connection 
with accepting bets on horses or simi 
lar activities; and that he has no in 
tention of making such use of tele 
phones. He further maintains that his 
conviction on a charge of having an in- 
terest in placing bets on horses is-no 
evidence of the use of the telephones 
for such purposes. That, in substance, 
is complainant’s argument. Conceded: 
ly, there is no direct evidence before 
the Board that the telephones in ques- 
tion were used in the placing of bets 
on horses. Such an inference, how- 
ever, may properly be made from the 
data on slips of paper found upon the 
premises and quoted above. 


The Board holds, however, that jus- 
tification of discontinuance and refusal 
of service rests not on the question 
whether or not the telephones were ac- 
tually used for the illegal purpose de- 
scribed, but whether the respondent's 
rules and regulations in the premises 
are reasonable and whether in the in- 
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stant case they were reasonably applied 
so as to safeguard it from criminal 
and civil liability as aider and abettor 
in such unlawful practice. The Board 
cannot agree with complainant that re- 
spondent was under duty to show an 
actual use of the telephone for the im- 
proper purpose before discontinuing 
the same. The Board holds that if re- 
spondent had reasonable cause for be- 
lieving that its facilities were being 
used or will be used in furtherance of 
such illegal purposes, respondent was 
justified in invoking its regulations 
and thus not assume the danger of 
rendering itself liable to statutory 
penalties of either a civil or criminal 
nature. (Goodman v, New Jersey 
Bell Teleph. Co. decided February 20, 
1940—not reported. Nevins v. 


Southern California Teleph. Co. [US 
Dist Ct for the Southern District of 
California, 447702—not officially re- 
ported] ). 

Supporting the reasonableness of 
the respondent’s conduct in the matter 
is the fact that the police department of 
the city of Newark as represented by 
the captain of the Detective Bureau, re- 
fused to give its approval to the resto- 
ration of the service. The captain based 
his refusal, among other things, upon 
complainant’s past record of arrests 
and convictions on similar charges. 

The Board does not find that re- 
spondent’s regulations are unreason- 
able nor that their applications in this 
case were arbitrary or discriminatory. 

The complaint is therefore dis- 
missed. 





SOUTH DAKOTA PUBLIC UTILITIES COMMISSION 


Re Groton-Ferney Mutual 
Telephone Company 


Order F-2117 
January 19, 1945 


PPLICATION by telephone company for authority to increase 
d \ rates; increased rates authorized. 


Rates, § 181.1 — Stabilization during war. 
1. An increase in rates necessary to permit a telephone company to furnish 
adequate service on a reasonably profitable basis, where the company has 
operated with low rates during a period of depression, should not be denied 
on the ground that any increase in rates tends to increase the cost of living 
and to some extent interferes with the economic stabilization program of the 
Federal government during a war emergency, p. 150. 


Valuation, § 28 — Book cost less depreciation — Inaccuracies. 


2. A figure representing depreciated book cost cannot be accepted as fair 
value on which return can be estimated when it is made up of figures that 
do not necessarily represent historical cost and the depreciation reserve has 
no relation to actual depreciation in value of the property, p. 151. 
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Valuation, § 21 — Rate base determination. 
3. The Commission will accept any method of figuring fair value of utility 
property for rate-making purposes which can be shown to be the most fair 
to the ratepayer and the utility alike under the particular circumstances ex. 
isting in the particular case at hand, p. 152. 


Valuation, § 39 — Rate base — Reproduction cost. 
4. A rate base representing the Commission engineer’s estimate of the best 
possible value that could be arrived at by using acceptable figures from com- 
pany records, together with personal inspection of necessary portions of 
plant, and said to have been determined on the basis of reproduction new 
less depreciation with additions for working capital and materials and sup- 
plies, was accepted as a fair rate base in the absence of accurate historical 


cost figures, p. 152. 


APPEARANCES: Charles E. Adams, 
Secretary, Treasurer, and Manager, 
for the Groton-Ferney Telephone 
Company, Groton, for applicant ; How- 
ard S. Guttmann, Attorney, and Laur- 
ence S. Knappen, Senior Rate Analyst, 
Washington, D. C., for the Office of 
Price Administration; J. N. Peller, 
Statistician, and Elwin Qujnney, En- 


gineer, Pierre, for the Public Utilities 
Commission. 


By the Commission: Under date 
of August 30, 1944, the Groton-Fer- 
ney Telephone Company, of Groton, 
South Dakota, filed an application for 
an increase in rates to apply to its sev- 
eral exchanges operating in South Da- 
kota. Notice and order for hearing 
was issued under date of September 15, 
1944, and a hearing was held at Gro- 
ton, South Dakota, on November 9, 
1944, 

The Groton-Ferney Mutual Tele- 
phone Company now operates ex- 
changes at Groton, Claremont, Conde, 
Columbia, Stratford, and Turton, to- 
gether with a considerable mileage of 
rural lines serving practically all of 
Brown county east of the James river, 
and the northern part of Spink county 
east of the James river, a territory, 
roughly, 25 by 55 miles in area located 
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in a very productive part of South Da- 
kota. 

The rates now in effect, and the pro- 
posed revised rates, at the several ex- 
changes operated are as _ follows: 
[Tables omitted. ] 


[1] No appearances were made by 
any of the present subscribers in pro- 
test of the proposed increase in rates al- 
though the notice of hearing was duly 
advertised. The only protests offered 
were made by Messrs. Guttmann and 
Knappen, representing the Office of 
Price Administration, the Federal 
agency set up to effect economic stabi- 
lization during the war emergency. 
Their objections can be grouped into 
two general statements: (1) That any 
increase in rates, however small, tends 
to increase the cost of living and to 
some extent interferes with our eco- 
nomic stabilization program; and (2) 
that the increases proposed are too 
great in any case and will yield an 
unreasonable return. 

In regard to the first statement it 
can be stated without argument that 
any increase in rates will tend toward 
inflation to some extent. However, 
it was evidently not the intent of the 
present Administration to stop any 
and all inflationary tendencies, which 
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ould have been accomplished by a 
peneral “freeze-order” on all prices, 
labor as well as commodities and serv- 
ices. Lhis was not done. Another 
agency of the Federal government, as 
early as July, 1942, formulated a set 
of guiding principles (known as the 
‘Little Steel’? decision) which would 
permit an increase in wages of as much 
13 15 per cent above the. January 1, 
1941, wage rate. It cannot be said 
hat this did not have some inflation- 


In this case we have a telephone 
ompany whose present rates were 
established in 1924. It has continued 
o operate on this rate schedule 
hrough years of drouth, dust storms, 
grasshopper plague, and low prices for 
farm products. Also, it has more re- 
ently been subjected to a series of 
sleet and electrical storms which has 


had disastrous effects on its large mile- 


age of rural lines. It has not paid a 
dividend in many years, has a con- 
siderable debt, and no appreciable re- 
erve fund. This Commission has 
known for several years that this com- 
pany, as well as several other small 


ota, could not continue to furnish 
adequate telephone service with the 
revenues obtained from their present 
ate schedules. Such companies have 
oluntarily elected to worry along in 
he hope that “next year” conditions 
ight be better. Because of economic 
onditions brought about by the com- 
bination of circumstances mentioned 
bove, they were afraid that any at- 
empt to increase rates would cause a 
oss of subscribers greater than they 
ould bear. Many similar companies 
even voluntarily reduced their rates 
luring this depression period with the 
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consent, but not the approval, of this 
Commission. Now comes a time 
when farm crops are good, prices for 
farm products adequate, and farm in- 
come normal again. The long await- 
ed time for a rate increase for this 
company is here and unopposed by any 
and all except the Office of Price Ad- 
ministration, which is faithfully per- 
forming its directive function of “hold- 
ing the line” in price stabilization. In 
view of all of the facts, we hold that, 
under the circumstances, this company 
should be allowed to adjust its rates 
to the extent necessary to permit it to 
furnish adequate telephone service to 
this community on a reasonable prof- 
itable basis. 


[2] Objections of the Office of Price 
Administration in the category of 
statement number two presume to 
show that the rates proposed are too 
high and will yield an unreasonable 
return of 23.75 per cent, as shown on 
OPA Exhibit 1-F. There is no dis- 
agreement with the company’s state- 
ment of net profit, before interest and 
dividends, which is shown to be 
$757.49. To this is added $4,313, 
which is taken to represent the net im- 
provement sought by the company un- 
der the proposed increase, and this 
amounts to $5,070.49 as estimated 
net profit under the proposed rates. 
The unreasonable return is arrived at 
by using a rate base value of $21,- 
347.86. This figure is immediately 
open to question as it represents a 
value of less than $30 per station in 
service, which is very little more than 
a fair value of a telephone instrument 
installed. To obtain this figure, Mr. 
Knappen uses the company’s financial 
statement for 1943 and adds the items 
of “Plant and Equipment” $72,- 
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624.50, “Land and Buildings” $4,- 
501.65, “Material and Supplies” $100, 
and the amount of $1,134.50 for 
“Working Capital,” which total $78,- 
360.65. This is called “Undepreciat- 
ed Book Cost” and from this he de- 
ducts $57,012.79, shown on the com- 
pany’s statement as “Depreciation Re- 
serve” and arrives at the figure of $21,- 
347.86 as “Depreciated Book Cost.” 
In using this method of finding a 
rate base, Mr. Knappen has evidently 
tried to adopt the formula of “His- 
torical Cost Less Depreciation Re- 
serve’ as used by the Federal Power 
Commission in the Hope Natural Gas 
Company Case (1942) 44 PUR(NS) 
1, which was upheld by the Supreme 
Court early in 1944, 320 US 591, 88 
L ed 333, 51 PUR(NS) 193, 64 S 
Ct 281. However, in that case it is 
presumed that the historical cost of the 
company’s property was pretty well 
established and that the depreciation 
reserve was fairly representative of 
the actual depreciation in value that 
had taken place. In our case the rec- 
ord shows that the figures shown in 
the company’s statement do not nec- 
essarily represent the historical cost 
and that the depreciation reserve has 
no relation to the actual depreciation 
in value of the property. The best 
information we have is that in 1919 
a “revaluation” of the plant and equip- 
ment was made and an amount set up 
on the company’s books to represent 
the value arrived at at that time 
This figure has been carried for- 
ward to date with occasional changes 
from year to year. It is doubt- 
ful if the figure arrived at in the 
revaluation of 1919 could be used as 
an acceptable historical cost, but, in 
any case, as shown by the testimony 


of Mr. Peller, the books have not bg 
kept in such a manner as to refk 
a true continuing cost record. In| 
manner the depreciation reserve ; 
count has been misused and has 
been credited with an amount whi 
represents a fair depreciation of val 
Under these circumstances we cannj 
accept the figure of $21,347.86 as 
fair value on which a return can | 
estimated. 

[3,4] This Commission will acce 
any method of figuring a fair vaij 
of utility property, for rate-makiy 
purposes, which can be shown to | 
the most fair to the ratepayer and tl 
utility alike, under the particular ci 
cumstances existing in the particul: 
case at hand. We believe that this hg 
been the attitude of the Supre 
Court in every pertinent decision han 
ed down from Smyth v. Ames (1898 
169 US 466, 42 L ed 819, 18 S 
418, to the Hope Natural Gas Com 
pany Case, supra. In this particuls 
case the most satisfactory method 0 
arriving at a fair value would be b 
means of a detailed inventory but, ; 
the same time, would be impracticabl 
because of the labor and expense i 
volved. For that reason our engineef 
was instructed to estimate the bes 
possible value that could be arrived ai 
by using whatever figures were ac 
ceptable from the company’s records 
together with a personal inspection ¢ 
necessary portions of the plant. Ai 
the result of several days of field im 
spection, Mr. Quinney arrives at the 
figure of $71,890 as the estimated fair 
value of the plant and equipment in 
use which he states was determined 
on the basis of reproduction new less 
depreciation. To this he adds $1,110 
for Material and Supplies on hand, 
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hich was determined by actual count, 
d the sum of $1,000 as Working 
apital, and arrives at the total of 
4,000 as a fair rate base. In mak- 
g an estimate of this kind we believe 
at the present value arrived at is 
ore likely to be low than too high 
nd that if an actual appraisal were 
nade the value of the property might 
ell be found to be something more 
han $74,000. In any case, this Com- 
ission is willing to accept for the pur- 
ose of this case the figure of $74,000 
s a fair rate base upon which to esti- 
mate a return. 
After several days spent in check- 
ng the company’s records, and after 
aking numerous changes in items 
harged to improper accounts and re- 
Hucing the allowable charge for de- 
preciation to 4 per cent, Mr. Peller 
nrrives at the figure of $741.78 as the 
et profit, before interest and divi- 
dends, shown by the company’s rec- 
ords for the year 1943. If there were 
mo changes in classification of sub- 
scribers the proposed increase in rates 
would yield $4,231.80 additional reve- 
nue in one year, as shown on Exhibit 
1-C. Therefore, if the proposed rates 
had been in effect in 1943 the Net In- 
come, before interest and dividends, 
can be presumed to have been $4,- 
973.58, yielding a Net Return on a 
valuation of $74,000 of 6.72 per cent. 
However, an examination of the pro- 
posed rate schedule will show that 2- 
party and multiparty service is now 
offered for the first time at most of 
the exchanges now operated. There- 
fore, it is quite likely, as we know from 
past experience, that many subscribers 
will take a different class of service, 
which will result in no increase in 


revenue in many cases, and an actual 
reduction in rates for others. In fact, 
it is possible, by such a reclassifica- 
tion, to reduce the anticipated revenue 
from this proposed increase in rates 
to $2,689.80, which would produce an 
estimated Net Income of only $3,- 
431.58 or a return of 4.64 per cent. 
The record also indicates that lines 
of this company are exceedingly vul- 
nerable and that proper maintenance 
has lagged to an extent whereby ex- 
ceptionally high maintenance costs can 
be anticipated until the property is re- 
stored to a normal operating condition 
again. This will also tend to decrease 
profits for the next few years at least. 
Federal taxes have also not been taken 
into account in the above calculations 
for the reason that it cannot be known 
exactly what tax bracket will apply 
until a more definite figure for profit 
is known. It is evident, however, that 
this item alone will amount to at least 
20 per cent of any net profit shown. 
From the record it is also evident that 
a further increase in wages has been 
arranged for 1944. All of these items, 
when taken into account, will further 
reduce any estimated net profit that 
may have been calculated above. 

The rates proposed are in line with 
what this Commission considers ade- 
quate for communities of this size and 
class of service and after careful con- 
sideration of all information at hand 
the Commission finds that the Groton- 
Ferney Mutual Telephone Company 
should be authorized to establish and 
put into effect, as of January 1, 1945, 
the proposed rate schedule as set out 
above. 

Let an order be entered according- 


ly. 
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NEW YORK PUBLIC SERVICE COMMISSION 


Re Central New York Power Corporation 


Case No. 11580 
January 25, 1945 


ETITION for consent to acquire and hold capital stock of a 
power company and to merge the corporation; denied. 


Valuation, § 59 — Purchase price — Earning power. 
A company which has little or no earning power has little value, a property 
which continually shows an out-of-pocket loss has no value, and recogni. 
tion must be given to a company’s current earning power in determining a 


price to be paid for its stock. 


APPEARANCES: Philip Halpern, 
Counsel (by J. J. Doran, Assistant 
Counsel), for the Public Service Com- 
mission; Malcolm F. Orton, Director 
of Research and Valuation, for the 
Public Service Commission; LeBoeuf 
& Lamb (by Lauman Martin), New 
York, Attorneys, for Central New 
York Power Corporation and Ham- 
mond Light and Power Company, 
Inc. ; John T. Kimball, Syracuse, Vice 
President, Central New York Power 
Corporation. 


Bray, Commissioner: On June 9, 
1944, there was filed a petition by the 
Central New York Power Corpora- 
tion (hereinafter called the Power 
Corporation) to acquire 46 additional 
shares each of a par value of $100 of 
the common stock of the Hammond 
Light and Power Company, Inc. 
(hereinafter called the Hammond 
Company). The total par value of the 
stock to be acquired is $4,600 and the 
proposed purchase price is $295 per 
share, or a total of $13,570. The 
Power Corporation already owns 54 
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shares of the common stock of the 
Hammond Company (acquisition at 
cost of $15,869.52 approved in Case 
9539—order of March 18, 1941) and 
would thus own 100 shares, the entire 
outstanding capital stock. The 46 
shares to be acquired are now owned 
by the Oswegatchie Light and Power 
Company. The total cost to the Power 
Corporation of the entire capital stock 
of the Hammond Company would be 
$29,439.52, 

The Power Corporation proposes, 
if permitted to acquire this additional 
stock, to merge the Hammond Com. 
pany into itself, and to make its pres- 
ent rate schedules available in the 
Hammond Company’s territory, there- 
by effecting a material reduction in 
present rates. 


Hearings were held on July 12, 
1944 and October 6, 1944. Seven ex- 
hibits were received and notice was 
taken of a previous order of the Com- 
mission dated May 23, 1929 in Case 
5287 and also memorandum and or- 
der in Case 9539 approved March 18, 
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1941. The Annual Reports of the 
Hammond Company were also re- 
eived by reference. 


Historical 

The Central New York Power Cor- 
poration operates over a large section 
of central and northern New York and 
its territory generally surrounds that 
of the Hammond Company. 

The Hammond Light and Power 
Company, Inc. was organized on April 
19, 1915, by William S. Soper, who, 
prior to said time conducted a small 
lighting plant in the village of Ham- 
mond. By order of August 16, 1916, 
in Case 5419 (Second District) the 
Commission consented to a transfer 
of the system owned by Soper to the 
Hammond Company and approved 
the construction and operation there- 
of, and the exercise of a franchise 
granted to the company. Authoriza- 
tion was also given for the issuance of 
100 shares of common capital stock, 
each share having a par value of $100. 
The Hammond Company is a distribu- 
tion company and for a number of 
years has purchased all of its power 
requirements from the Power Cor- 
poration or one of its constituent com- 
panies. 

The Oswegatchie Light and Power 
Company is an electric corporation 
organized under the laws of New York 
state and it operates in the village of 
Gouverneur and in surrounding towns. 
Its acquisition of the 46 shares of 
common stock of the Hammond Com- 
pany was conditionally approved by 
order of this Commission dated May 
23, 1929, in Case 5287 at a cost not 
to exceed $11,500, and the Commis- 
sion’s order dated November 9, 1937, 
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disposed of “book values” as of De- 
cember 1, 1928. 


The Company's Evidence 


Counsel for the petitioner offered, 
by reference to the Commission’s files, 
Mr. Wilkinson’s memorandum in Case 
9539 approved by the Commission 
March 18, 1941. He also offered the 
order in Case 9539 dated March 18, 
1941. Mr. Martin felt that this order 
and memorandum summarized the 
history of the Hammond Company up 
to 1940. The Commission was also 
requested by petitioner to take notice 
of its order dated May 23, 1929, in 
Case 5287 wherein the Oswegatchie 
Light and Power Company was au- 
thorized to acquire 46 shares of the 
Hammond Company’s stock. 

Counsel stated that this proposed 
acquisition of stock is also subject to 
the approval of the Securities and Ex- 
change Commission. 

Mr. John T. Kimball, vice presi- 
dent of the Power Corporation, pre- 
sented figures by accounts as to book 
costs of electric plant in service as of 
May 31, 1944, which aggregate $46,- 
123.69. These book figures by ac- 
counts are shown in the first column 
of figures in Table 2. At the July 12, 
1944, hearing, Mr. Kimball stated that 
original cost determinations had not 
yet been completed, but that they 
would be ready shortly. 

Mr. Kimball explained that the 
Power Corporation supplies the Ham- 
mond Company at a substation of 150- 
kilovolt ampere capacity. There are 
three distribution lines serving about 
205 customers. In 1943, 262,902 kilo- 
watt hours of electricity were sold with 
a gross revenue of $12,252. 

Exhibit 5 shows that the applica- 
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tion of the Central New York Power 

Corporation rate schedule to the Ham- 

mond Company’s territory would re- 

sult in a reduction to the customers 

involved of about $1,772 annually, 
based on the year 1943. 


The Hammond Company has no 
operating organization. The Power 
Corporation operates the property, 
making out customers’ bills etc. at a 
monthly fee of $25 and any materials 
and labor supplied are billed at cost, 
plus 15 per cent. Exhibit 6 shows 
accounts payable of $3,393.58 to the 
Central New York Power Corpora- 
tion. About two-thirds of this amount 
is applicable to power sold from De- 
cember, 1943, to May, 1944. Mr. 
Kimball stated that there are no inter- 
locking directors or officers between 
the Central New York Power Cor- 
poration and the Oswegatchie Light 
and Power Company and no stock- 
holding affiliations. 


Mr. Kimball claimed that the Ham- 
mond Company, which has outstand- 
ing stock of $10,000, had an earned 
surplus of $24,714 at May 31, 1944. 
This would give a book value of $347 
per share. Referring to Mr. Wilkin- 
son’s report in Case 9539, Mr. Kim- 
ball asserted that the surplus of the 
company should be $3,236 higher, 
which would give a book value to the 
stock of $379 per share. These con- 
tentions must be considered in the 
light of the financial statements and 
discussion which follow. 


Income Statements 

Income statements for the years 
1938 to 1943, inclusive, and for the 
five months ended May 31, 1944, are 
shown in the following table: [Table 
omitted shows net income as follows: 


for 1938 $1,639.45; for 1939 $2. 
048.25; for 1940 $916.77; for 194| 
$945.90; for 1942 $74.70; for 1943 
$2,541.37 deficit; for five months of 
1944 $688.91.] 

Mr. Kimball explained that the op- 
erating deficit shown for the twelve 
months ended December 31, 1943 was 
due to storms causing excessive main- 
tenance in, that year. For the five 


months ended May 31, 1944, there was 
a net operating income of $689.41. 


Evidence of the Commission’s Staff 


Mr. Willard F. Hine, consulting 
valuation engineer on the Commis- 
sion’s staff, testified on original costs 
and a proposed adjusted balance sheet, 
His qualifications were conceded by 
the petitioner’s counsel. 

As previously mentioned, the com- 
pany presented Exhibit 3 showing 
book costs of electric plant in service 
by accounts, which, at May 31, 1944, 
aggregated $46,123.69. Since the 
presentation of Exhibit 3, the com- 
pany has prepared original costs by 
accounts as of May 31, 1944, the re- 
sults of which are shown in column 2 
of table 2. 

Mr. Hine has checked these com- 
pany figures showing a claimed origi- 
nal cost of $40,742.71 and questions 
$1,538.15 of this total. Book figures. 
original costs claimed by the company, 
and Mr. Hine’s original costs with his 
questioned items are in Table 2 which 
follows: [Table omitted]. 

Mr. Hine stated that the $1,538.15, 
which he questions, represents the 15 
per cent overhead charged by the 
Central New York Power Corpora- 
tion on new construction work. So- 
called “bare costs” represented the 
amount paid for labor and the cost to 
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the Central New York Power Cor- 
poration of the materials furnished. 
Mr. Hine did not segregate the 15 
per cent overheads charged by the 
Central New York Power Corpora- 
tion from the period prior to January 
1, 1941, and the period subsequent to 
that date. By order dated March 18, 
1941, in Case 9539, the Commission 
permitted the Central: New York 
Power Corporation to acquire 54 
shares of the common capital stock of 
the Hammond Company for $15,- 
869.52, or about $294 per share. 

Mr. Hine did not determine the dis- 
position made by the Central New 
York Power Corporation of the 15 
per cent overheads billed the Ham- 
mond Company. Mr. Hine inquired 
of the Power Corporation representa- 
tives as to the cost to them of this 
overhead charge but the company 
claimed that no such study had been 
made and he could not determine 
whether the 15 per cent represented a 
profit or an overhead cost. 

For a number of years the Ham- 
mond Company accrued depreciation 
in an amount sufficient in the opinion 
of its management to take care of re- 
tirements. As a result, the book re- 
serve therefore is only $9,681.94 at 
May 31, 1944. Mr. Hine’s figure, 
using the straight line method, is 
$14,416.23, and is based on his orig- 
inal cost and his judgment. He could 
not find data suitable for mortality 
studies, and depended upon his studies 
in other areas on this kind of proper- 
ty. He endeavored to obtain the mini- 
mum accrued depreciation consistent 
with his estimates of life and salvage. 


As previously shown, the company’s 
original cost figures are $5,380.98 
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lower than the book figures. Mr. 
Hine’s investigation resulted in a fur- 
ther possible reduction of $1,538.15. 

The company’s reserve for deprecia- 
tion of electric plant, according to Mr. 
Hine, is deficient by $4,734.29. 

All of these items are chargeable 
against earned surplus, resulting in 
the charge thereto of $11,653.42 as 
shown in Table 3 above. [Table 
omitted. ] 


Mr. Hine stated that, based on his 
original cost and depreciation, the 
value of this stock would be about 
$230 per share. If the $1,538.15 item 
for overheads should be allowable, 
then there would be depreciation asso- 
ciated with this item and the value 
of the stock would be about $240 per 
share. 


Discussion 


In recent years the Hammond Com- 
pany’s net income has experienced a 
downward trend and in 1943 there 
was a large deficit claimed by the com- 
pany as due to severe storms. A 
check with the Commission’s power 
bureau bears out the seriousness of 
the 1943 storm. This 1943 deficit 
more than wiped out the net income of 
the company, as reported, for the years 
1940, 1941, and 1942. Net income, 
as reported, is too high because Mr. 
Hine’s examination gave him an an- 
nual depreciation requirement for this 
company of $1,451.70 as of May 31, 
1944, an amount which is over $100 
in excess of the depreciation accrued 
by the company. However, past earn- 
ings of this company do not present 
thé entire picture. Mr. Kimball testi- 
fied that the application of the Central 
New York Power Corporation’s rate 
schedule to the Hammond Company’s 
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territory would result in an annual 
reduction of $1,772. 

A check with Table 1 reveals in- 
stantly that this rate reduction com- 
bined with increased annual deprecia- 
tion requirements would entirely wipe 
out the net income of all years 1940 
to 1943, inclusive. Even in the years 
1938 and 1939, after adjustments for 
reduced income taxes, the resulting 
net income would have been merely 
nominal. 

A company which has little or no 
earning power has little value. A 
property which continually shows an 
out-of-pocket loss has no value. The 
trend of this company’s net income 
from 1940 to date would indicate con- 
tinuous operating deficits. There is 
no basis in this record to believe that 
the merger of this company into the 
Central New York Power Corpora- 


tion would reduce operating expenses. 

Mr. Wilkinson’s memorandum in 
Case 9539 indicates that the company 
had book-earned surpluses of $5,- 
250.39 at December 31, 1928, and 
$25,546.65 at December 31, 1940, but 


the real earnings of this company were 


not as great as shown. During this 
period only $600 in dividends were 
paid. These earned surplus figures 
must be modified because of inadequate 
depreciation accruals. It would ap- 
pear that a substantial portion of the 
deficiency in the depreciation reserve 
of $4,734.29 found by Mr. Hine oc- 
curred during this period. 

Even if we were to study values 
during this company’s most prosperous 
period, earnings averaging $1,250 to 
$1,500 per year do not support a val- 
uation of $295 per share, or $29,500 
on the proposed purchase price. 

Recognition must be given to the 
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company’s current earning power j 
determining a price to be paid for thi 
stock. 

Petitioner stressed the point thy 
the company was permitted by thi 
Commission early in 1941 to purchas 
54 shares of this stock (original 
acquired by an affiliate in 1928) , 
about $294 per share, which was ap 
proximately the same as the book valu 
as of December 31, 1940. At the tim 
the Commission’s order was issued i 
1941, information was not availablj 
on original costs. Such informatio: 
is now available along with this con- 
pany’s recent earning power. Fur. 
thermore, rate reductions are conten: 
plated which will wipe out this earning 
power. In the light of these changing 
conditions, it cannot be concluded that 
the Hammond Company’s stock has 
value equal to the price to be paid. 


Public Interest 


An important question to be de 
cided in this proceeding is whether the 
acquisition of the minority stockhold- 
ing in the Hammond Company by the 
Power Corporation is in the public in- 
terest. Mr. Kimball, vice president 
of the Power Corporation, has stated 
that the reliability of service will be 
increased by further tieing in of trans- 
mission lines. Exhibit 5 shows that, 
based upon the year 1943, a reduc. 
tion to the customers of $1,772 on an 
annual basis will be effected. No cus 
tomers will have increased charges. A 
reduction of $1,772 per year, applied 
to the 1943 gross revenues of $12,252 
results in a reduction of over 14 per 
cent. In these respects, this acquisi- 
tion and merger is definitely in the 
interest of the customers served 
by it. 
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pany by the Power Corporation at a 
price of $295 per share, or a total of 
$13,570, should be denied. 


Upon the record established in this 
case, the purchase of 46 shares of the 
common stock of the Hammond Com- 





OKLAHOMA CORPORATION COMMISSION 


Re Oklahoma Gas & Electric Company 


Cause No. 18422, Order No. 17399 
December 15, 1944 


pire aa rates for energy sold to rural electric codp- 
eratives; rates reduced and availability clause restricted. 


Discrimination, § 53.1 — Rate concessions — Rural electric codperatives. 
1. A public utility may, for the purpose of encouraging the development of 
rural electrification, establish a lower rate level, with the approval of the 
regulatory body, for service to rural cooperatives than to other users, 
p. 163. ; 

Discrimination, § 53.1 — Rate concessions — Rural electric cooperatives — Limi- 

tation. 

2. The Commission, in order to avoid unfair discrimination, has a duty to 
see that energy sold to rural electric cooperatives at reduced rates be em- 
ployed in such a way that no discrimination against other customers of the 
utility can properly be said to exist, and it is therefore necessary to adopt 
certain limitations and restrictions on the application of such a preferential 


schedule, p. 164. 


Discrimination, § 53.1 — Rate concessions — Rural electric coéperatives — Re- 
strictions. 

Order of Oklahoma Commission establishing reduced rates and availability 
provisions for electric service to rural cooperatives, limiting rate conces- 
sions to energy distributed for rural uses; filling stations, country stores, 
grist mills, and certain other users not requiring in excess of 30 kilovolt 
amperes of transformer capacity ; and consumers in small communities, sub- 
ject to such limitation on transformer capacity, p. 165. 


¥ 


By the Commission: ‘This cause rural electric codperative associations. 


originated before the Commission as 
aresult of a request on the part of the 
Oklahoma Gas and Electric Company 
for the approval by the Commission 
of a revision in its existing rate sched- 
ules applicable to service rendered 
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Hearing in the matter was originally 
set for July 7, 1943, and notice given 
to all interested parties. For due 
cause, first, on the part of the codpera- 
tives, and second, on the part of the 
company, the hearing was continued 
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several times and finally held on Jan- 
uary 12, 1944; Chairman Reford 
Bond, Vice Chairman Ray O. Weems, 
and Commissioner Wm. J. Armstrong, 
‘sitting. The following appearances 
were entered: R. M. Rainey and L. 
J. Sartain, Oklahoma City, for Okla- 
homa Gas and Electric Company; F. 
W. Herndon, Oklahoma City, Office 
of Price Administration; H. C. Ivester, 
Sayre, for State Cooperatives; Peyton 
Brown, Blackwell, for Kay Electric 
Coéperative; Wilbur L. Morse, St 
Louis, Missouri, for Indian Electric 
Co6perative; and Floy Green and L. 
V. Reid, Attorneys, for the Corpora- 
tion Commission, Oklahoma City, for 
the Corporation Commission of Okla- 
homa. 

Mr. F. W. Herndon stated, on be- 
half of the Office of Price Administra- 
tion, that it did not desire to intervene 
at that time, but that if it should de- 
velop during the course of the hearing 
that the applicant’s proposed rate 
schedule would result in an increase o 
the cost of electric current it might de- 
sire to formally intervene. The Com- 
mission stated that it might intervene 
at any time during the hearing if it so 
desired. 

All other parties announced ready 
for trial, whereupon both the applicant 
and respondents introduced evidence 
and rested, and the Commission stated 
that it would take the matter under ad- 
visement. Upon request, respondent 
cooperatives were given twenty days 
within which to file a brief, the appli- 
cant ten days thereafter within which 
to answer, and the cooperatives five 
days within which to reply. Leave 
was also granted the Office of Price 
Administration to intervene and file a 
brief within twenty days. Pursuant 
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to such authorization the respective 
parties, except the Office of Price Ad- 
ministration, filed briefs. 

At the hearing it developed that the 
applicant has been furnishing service 
from its main transmission system to 
rural electric codperatives under 4 
schedule designated as Rural Coépera- 
tive Rate, and more frequently referred 
to by a symbol, Pn-2a, which was ap- 
proved by the Commission on October 
15, 1941. It also has an almost iden- 
tical schedule, generally referred to as 
Pn-2b, which is effective from its 
small isolated Shattuck-Woodward 
Transmission System, approved by the 
Commission on the same date. 

The company desires to revise cer- 
tain parts of the established rural 
cooperative schedules affecting the ap- 
plication of the rate for the stated pur- 
poses of clarifying the character of the 
loads served by cooperatives to which 
the codperative rate will apply. For 
the purpose of focusing attention on 
the character of the changes proposed 
by the company, it seems best to quote 
here the availability clause in the pres- 
ent rural cooperative rate Pn-2a and 
its proposed expression in the same 
rate. The present availability clause 
is as follows: 

(Present availability clause. ) 


“Availability: Available in the ter- 
ritory in which the company operates 
(except the Shattuck-Woodward 
Transmission System) to individual 
rural electric codperative associations 
for electric service in rural areas for 
resale and distribution solely to its 
members as ultimate users, subject to 
the terms and conditions hereinafter set 
forth. Standby service for breakdown 
or auxiliary purposes will not be fur- 
nished under this rate schedule. This 
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The corresponding clause for the 
Shattuck-Woodward Transmission 
System is the same except for the 
parenthetical phrase designating the 
location of application of Schedule 
Pn-2b. 

The essential change in the proposed 
rate is confined to the availability 
clause, which is as follows: 

(Proposed availability clause.) 


“Availability: Available in the ter- 
ritory in which the company operates 
(except the Shattuck-Woodward 
Transmission System) to rural elec- 
tric coOperative associations for dis- 
tribution solely to ultimate farm users 
and to nonfarm users in rural areas 
who do not require transformer capac- 
ity in excess of 30 kilovolt amperes; 
provided however that nonfarm users 
in rural areas requiring transformer 
capacity in excess of 30 kilovolt 
amperes and communities having a 
population in excess of 250 may be 
served as provided in par 5 of Special 
Terms and Conditions hereof. Stand- 
by service for breakdown or auxiliary 
purposes will not be furnished under 
this rate schedule. This rate appli- 
cable to each point of delivery individ- 
ually.” 


A comparison of the respective 
availability clauses discloses that there 
isa substantial difference in their ap- 
plication. According to the wording 
of the present availability clause, the 
schedules are applicable to energy re- 
quired by rural codperatives in rural 
areas for distribution solely to their 
members as ultimate consumers. The 
proposed clause makes the rate appli- 
able to ultimate farm users in an un- 
estricted manner and to nonfarm users 
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in rural areas with certain restrictions. 
These restrictions prevent the applica- 
tion of the rate in the billing of energy 
purchased by cooperatives for nonfarm 
users requiring transformer capacity 
in excess of 30 kilovolt amperes and 
in communities having a population in 
excess of 250. Other provisions of the 
schedule show that the cooperatives 
may receive electric service from the 
company for users beyond the scope of 
application of the codperative rate, un- 
der another rate schedule which is ap- 
plicable to energy purchased by munici- 
palities and other public utility com- 
panies for distribution in communities. 
The question before us is to deter- 
mine whether or not the proposal of 
the company with respect to this class 
of customers is reasonable and to find 
whether any changes in the present ar- 
rangements should be made. 


Witnesses for the company stated 
the position of the management with 
respect to serving rural codperatives. 
They stated that the management 
heartily endorsed the bringing of elec- 
tric service to rural areas and rec- 
ognized, because of the burdens placed 
upon private utilities from which the 
cooperatives were at least partially ex- 
empt, that a more comprehensive rural 
electrification program could be carried 
on by the codperatives. As an aid to 
the codperatives in their efforts to 
bring electric service to the sparsely 
settled rural areas, the company had, 
with the prior consent of this Com- 
mission, established preferential rate 
schedules a number of years ago, under 
which electric energy was sold to the 
codperatives, and has since made sev- 
eral reductions in their level. These 
schedules afford a much lower rate 
level than that established for the sale 
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of energy for distribution and resale 
purposes to other distribution agen- 
cies, including municipal utilities. The 
establishment of such preferential 
schedules, it was stated, could be justi- 
fied solely by reason of the special 
character of use to which the coopera- 
tives were to devote their primary ef- 
forts, that is, the serving of farmers 
in rural areas, and that should the 
energy sold under preferential sched- 
ules be devoted to service remote from 
this primary responsibility of the co- 
Operatives, then the use of the preferen- 
tial schedules in this manner would 
constitute gross discrimination against 
purchasing agencies engaged in the 
business of selling energy in towns and 
villages. The witnesses for the com- 
pany contended that the level estab- 
lished in the existing codperative rate 
was not fully compensatory to the com- 
pany when all of the direct and appor- 
tionable expenses and charges were 
considered. For this reason, the ele- 
ment of discrimination would not only 
lie against the schedule in connection 
with other purchasers for resale pur- 
poses, but also against the company’s 
own interests in situations where com- 
petition might be either actual or 
potential—in areas where the company 
held itself out to serve business. 
Representatives of the company fur- 
ther stated that at the time the pref- 
erential schedules were established, the 
language in the availability clauses of 
such schedules was not developed with 
sufficient clarity to define the proper 
field of application of such preferential 
schedules and that during the long time 
that has existed since the rural co- 
Operatives have been customers, no 
questions arose as to the character of 
load which the codperatives might 
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properly serve under such schedule fo; 
the reason that until about two years 
ago, the codperatives were very ob. 
viously confining their development ty 
that field for which they were created: 
that is, the supplying of electricity t 
farmers and other small users in un. 
served rural areas. They alleged that 
recently a change in the policy of thos 
who direct the destinies of the loca 
rural cooperatives has become apparent 
in that the local cooperatives have been 
stimulated into going outside the ordi- 
nary rural field and into the busines 
of serving large power loads and com. 
munities of substantial size already re. 
ceiving electric service. Mention wa 
made of the recent action of the Indian 
Electric Codperative in purchasing the 
property of the Oklahoma Utilities 
Company which serves the cities of 
Cleveland, Fairfax, and others. Serv- 
ice to that company had been rendere( 
by the applicant under its standard re 
sale schedule. The company’s wit 
nesses contend that actions of this sort 
require very definite elaboration of the 
availability clause in the existing co 
Operative schedules in order that the 
availability clause will more clearly 
delineate a field of application consis- 
tent with the idea which formed the 
basis for the rate’s development. 
The company’s witnesses explained 
the method by which codperative 
could obtain electric energy for any 
purpose under the proposed rate sched: 
ule. All energy utilized by the co- 
Operative for serving farmers and smal 
miscellaneous loads in rural territory 
would be billed to the codperative ur- 
der the preferential schedule. How 
ever, if the codperative had uses in 
volving large nonfarm loads in rurd 
territory and served communities in 
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excess Of a stated population, then the 
energy for these fonconforming loads 
alone would be billed to the cooperative 
under a schedule identical with that 
under which the company bills energy 
purchased by privately owned munici- 
pal utilities. It was emphasized that 
the existence of nonconforming users 
on the coOperative’s lines would not 
prevent the cooperative from pur- 
chasing service under the preferential 
rate for its ordinary farm users and 
small towns and villages. 
Representatives of the codperatives 
appearing in opposition to the com- 
pany’s proposal took the position that 
the existing cooperative rate should 
be properly applicable to all uses of 
members or other users of energy con- 
nected to the codperatives’ system and 
that a change as suggested by the com- 
pany would adversely affect the earn- 


ing power of the codperatives in that 
it would tend to prevent the attach- 
ment of certain power business and 
community users to cooperative lines 
by reason of the higher rate which 
would be required for service to these 


users. It was maintained that the field 
of action of the codperatives was pre- 
scribed by state and national law and 
that any wholesale rate applicable to 
cooperative service should provide 
availability coextensive with the limits 
expressed by law in relation to their 
field of action. Evidence was intro- 
duced by witnesses for the codperatives 
giving examples of the burdens which 
would be assumed if the company’s 
proposal be made effective. 

The problem of bringing electric 
service to rural areas is one of the 
most important which this state faces. 
Even small urban areas have had elec- 
tric service for many years. During 
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the last fifteen years electric service 
has been extended into the more dense- 
ly populated rural areas but there re- 
main large sparsely settled areas where 
there is still no electric service. This 
situation is not one of direct discrim- 
ination against service to the farmer. 
It is the result of the economic diffi- 
culties in stringing long stretches of 
wire to pick up but one or two custom- 
ers per mile. The investment cost of 
rural service is sometimes as much as 
five times that of urban service when 
reduced to a user basis. Ordinary 
interest rates, taxes, and normal costs 
of doing business have precluded wide 
developments of rural areas by private 
enterprise. It was to reduce these ob- 
structions that the initial rural elec- 
trification acts were passed by Con- 
gress and supplemented by enabling 
legislation in the states. The rural 
electric coOperative corporations were 
clothed with certain powers, privi- 
leges, and immunities by means of 
which the cost of bringing electricity 
to the farmer was greatly reduced. It 
seems as though all agencies interested 
in rural development have contributed 
towards these aids. The Federal gov- 
ernment has contributed long-term 
low interest loans covering full con- 
struction costs of the codperatives’ 
lines and equipment. The state has 
contributed certain immunities and a 
special low tax rate. The utility com- 
panies, including, as in this instance, 
the Oklahoma Gas and Electric Com- 
pany, have made special low rates not 
available to ordinary customers. 

[1] The principle has been estab- 
lished that for the purpose of encourag- 
ing the development of rural electri- 
fication, a utility may, with the ap- 
proval of a regulatory body, establish 
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a lower rate level for service to rural 
cooperatives than that tendered other 
users. In this principle this Commis- 
sion heartily agrees. We believe that 
it is very definitely in the interest of 
the state that rural electrification be 
brought to as many farms as is eco- 
nomically possible and to this end, 
we strongly favor a schedule of rates 
to cooperatives for rural purposes 
which is as low as it can possibly be 
ishort of placing unreasonable burdens 
on other customers of the company. 


[2] This view was expressed at the 
hearing at the time the president of 
the company was being examined. 
The witness promptly agreed with 
this general principle, if it could be 
put into effect with proper qualifica- 
tions and restrictions which woulc 
avoid unreasonable discrimination. 
Accordingly, the Commission, at the 
close of the hearing, instructed its staff 
to ascertain from the records of the ap- 
plicant the rate levels which might 
properly be reached under the theory 
mentioned by the Commission and to 
consult with the company’s representa- 
tives in order to determine whether or 
not such an arrangement could be es- 
tablished in a rate schedule. This, the 
Commission’s staff has done and it has 
presented the Commission with a pro- 
posed rate plan which is acquiesced in 
by the company. This plan reduces 
the general rate level for energy 
charged to the codperatives approxi- 
mately 29 per cent. It strips from the 
existing service costs, all portions of 
apportionable charges which can be 
eliminated without burdening other 
customers. This basis establishes a 
minimum level of approximately 6 
mills on the company’s main transmis- 
sion system. The staff found it im- 
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possible in the case of the Shattuck. 
Woodward Transmission System to 
propose a rate level lower than that 
now existing there. 

The higher costs of generation with 
internal combustion engines permit a 
rate level no lower than the existing 
one at this time. In considering the 
plan presented by the staff, it is clear 
that it is the duty of the Commission, 
in order to avoid unfair discrimination, 
to see that the energy so sold be em- 
ployed in such a way that no discrim- 
ination against other customers of the 
utility can properly be said to exist. It 
is necessary, therefore, to adopt certain 
limitations and restrictions on the ap- 
plication of such preferential schedule. 
If the plan which has been developed 
by the staff under the instructions o 
the Commission is adopted, the follow- 
ing savings in energy costs will be 
made to the codperatives served bv the 
applicant, based on the 1943 use: 

Revenue Average 


Nameof Reduction Per Cent Cost 
Codperative New Rate Reduction New Rate 


Central Rural 
Elec. Codp. $1,390.38 

Indian Elec. 
773.45 


COD: ove 
East Central 

2,329.84 
5,135.44 


29.01 6.08 mills 
29.76 
29.03 


29.01 


6.12 
6.13 
5.97 


Elec. Codp. 
*Alfalfa Elec. 

GOOG cu ce 
Red River 

Valley Elec. 

Co6p. 1,508.08 
*Southeastern 

Elec. Codp. 1,194.35 
Cimarron Elec. 

i 4,044.78 
Oklahoma 

3,508.69 


Elec. Coop. 

* These savings do nct reflect the effect d 
future billing of the nonconforming portion 0 
the codperative’s load under Schedule Pn-l. 


6.03 
5.91 
6.06 
6.03 


28.82 
31.47 
29.02 
29.02 


Consideration has been given to tht 
contention of a witness for the coop 
eratives that the requirement of thé 
application of the company’s standari 
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resale schedule for service purchased 
for certain types of loads would re- 
strict the development of the codpera- 
tives. This schedule, it has been 
pointed out, is used by all distributing 
agencies except rural cooperatives for 
all energy purchased for resale pur- 
poses. These other agencies conduct 
their business apparently with success 
even though they, in many instances 
do not enjoy the advantages given to 
the codperatives in low interest rates, 
low taxes, and other preferential treat- 
ment. It seems fairly clear therefore 
that with their other advantages, the 
cooperatives can operate profitably on 
an equal footing with other distribut- 
ing agencies in so far as cost of power 
for customers not entitled to this rate 
is concerned. 

In view of the very substantial re- 
ductions, and in the light of all the cir- 
cumstances and conditions existing 
within the state of Oklahoma, the 
Commission feels that the schedule de- 
veloped by the staff and included in 
the order should be approved in their 
entirety. It will be noted that the first 
schedule (Pn-2a) is applicable only to 
the company’s main transmission sys- 
tem, as the Commission finds that an 
approximate 6-mill rate cannot be es- 
tablished on the company’s Shattuck- 
Woodward Transmission System, 
which is an isolated system, without 
casting an undue burden upon other 
customers. The Commission does 
find, however, that the availability 
cause for the Shattuck-Woodward 
System should be amended to conform 
to the availability clause for the com- 
pany’s main transmission system. 


ORDER 


It is, therefore, the order of the 
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Commission, premises considered, that 
the Oklahoma Gas and Electric Com- 
pany be, and it is hereby, authorized 
to withdraw its present schedule Pn-2a 
and that said company shall in lieu 
thereof file with the Commission and 
charge rural electric codperative cor- 
porations served from its main trans- 
mission system the following sched- 
ule: 


Pn-2a 
Rural Codperative Rate 


Availability: This rate is available in the 
territory in which the company operates (ex- 
cept the Shattuck-Woodward Transmission 
System), to individual rural electric codpera- 
tive corporations for the purchase of electric 
energy to be distributed by them in rural areas 
to the following classes of users: 

Class I. 
General farm use, farm residences, rural 
residences, dairy farms, churches, public 
schools, and community houses. 


Class IT. 

Filling stations, country stores, grist mills, 
elevators, cheese factories, canning factories, 
locker storage plans, food preservaticr 
plants, and other ultimate electric service 
users; provided, any individual user includ- 
ed in this class does not require in excess of 
30 kva. of transformer capacity. 


Class III, 
For use in incorporated or unincorporated 
towns or villages having 125 or less electric 
customers; for use in incorporated or unin- 
corporated towns or villages of less than 
1,500 population that are not on December 
15, 1944, receiving electric service; and for 
use in incorporated or unincorporated towns 
or villages of less than 1,500 population now 
on December 15, 1944, being served by an 
electric codperative corporation; provided, 
however, that the energy required by any 
individual using in excess of 30 kva. of in- 
dividual transformer capacity shall be billed 
to the coOdperative under the Company’s 
Standard Resale Rate Schedule Pn-1 in ac- 
cordance with the provisions of par 5 of 
“Special Terms and Conditions” hereof. 
Electric energy purchased by the Codpera- 
tives for users not included in Classes I, II, 
and III above, shall be billed under the Com- 
pany’s Standard Resale Rate Pn-1 in accord- 
ance with the provisions of par 5 of “Special 
Terms and Conditions” hereof. Standby serv- 
ice for breakdown or auxiliary purposes will 
not be furnished under this rate schedule. 
This rate applicable to each point of delivery 
individually.” 

Rate: First 50 hours use of the maximum 
demand per month @ 1.20 cents per kw. hr 
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Excess kw. hr. per month @ 50 cents per kw. 
hr. 

Prompt Payment Provision: The monthly 
bill will be rendered at the above rate plus 1 
per cent, which amount will be deducttd pro- 
vided the bill is paid within ten days from its 
date. 

Determination of Billing Demand: The 
maximum demand for billing purposes in any 
month shall be the average number of kilo- 
watts of codperative’s demand during the pe- 
riod of fifteen consecutive minutes in which 
the codperative’s consumption of electric ener- 
gy is greater than during any other fifteen 
consecutive minutes during the month, deter- 
mined by suitable measuring instruments in- 
stalled and maintained by the company, pro- 
vided, however, that in computing charges for 
service under this rate no bill for any month 
will be based on less than 60 per cent of the 
highest maximum demand established during 
the twelve months ending with the current 
month, nor in any event on less than 25 kilo- 
watts. 


Minimum Charge: The minimum charge 
per month shall be at the rate of $1.75 net 
per kilowatt of billing demand determined as 
provided in the paragraph on “Determination 
of Billing Demand,’ provided, however, that 
the minimum charge per month shall be based 
on not less than 25 kilowatts. 

Power Factor Clause: Cooperative shall at 
all times take and use power in such manner 
that the power factor shall be as near 100 per 
cent as practicable, but when the power fac- 
tor at time of maximum monthly demand is 
less than 80 per cent lagging, the billing de- 
mand shall be determined by multiplying the 
maximum demand recorded by the meter dur- 
ing the month by 80 and dividing the product 
thus obtained by the power factor at the time 
of maximum monthly demand, expressed in 
per cent. 

Fuel Clause: The rate schedule as stated 
above is based upon a fuel cost of not more 
than 10 cents nor less than 8 cents per million 
BTU delivered under boilers for the company’s 
stations which generate more than one million 
kilowatt hours per month. When the aver- 
age cost of such fuel burned in such stations, 
as shown by the company’s records, is greater 
than 10 cent per million sru there shall be 
added to and when less than 8 cents per mil- 
lion stu there shall be deducted from the net 
monthly bill as computed according to the rate 
schedule an amount equal to the total monthly 
kilowatt hours times. .023 cent for 1 cent per 
million Btu that the actual cost is greater than 
10 cents or less than 8 cents respectively per 
million stu. No addition or deduction shall be 
made until said cost differs by 1 cent or more 
from the standard cost and then shall be ex- 
actly proportional to such difference. 

For the purpose of facilitating the prompt 
mailing of bills, the fuel adjustment for any 
month will be based on the average cost of 
fuel and the kilowatt hours consumed by the 
coéperative during that month, but will appear 
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’ : “on or a debit on the succeeding month- 
y bill. 

Tax Clause: If there shall be imposed aft- 
er December 1, 1944, by Federal, state, or oth- 
er governmental authority any tax payable by 
the company upon the gross revenue or earn- 
ings, or upon the production, transmission, or 
sale of electric energy, a pro rata share of 
such additional tax or taxes shall be added to 
the monthly bills payable by the codperative 
to recompense the company on account of the 
furnishing of electric energy to the customer 
under this schedule of rates. Reductions like- 
wise shall be made in the bills payable by the 
codperatives for decrease in taxes on account 
of the furnishing of electric energy to the co- 
Operative under this schedule if any such tax 
in effect on December 1, 1944, or subsequently 
imposed, shall be in part or wholly removed. 
Special Terms and Conditions: 

1. The codperative shall furnish satisfactory 
proof of its due incorporation under the laws 
of the state of Oklahoma. 

2. The codperative shall designate an in- 
dividual responsible for the operation and sv- 
pervision of its system with whom the com- 
pany may deal and shall notify the company 
thereof. 

3. The company shall furnish the codpera- 
tive information as to the location, amount and 
phase characteristic of power available and 
shall specify in the contract the allowable 
maximum load or demand to be imposed by 
the cooperative. 

4. No additional investment by the company 
in transmission or substation facilities is con- 
templated or to be required under this rate. 


5. Service rendered by codperatives to users 
for which the rural codperative rate is not 
applicable shall be arranged for as follows: 
The codperative shall meter separately the de- 
mand and energy used by each user (Class | 
users excepted) who requires more than 3) 
kva. of transformer capacity, and shall also 
meter separately the demand and energy used 
as a whole by any city, town, or village and 
the users within the boundaries thereof that 
do not come within the provisions of Class III 
of the availability clause of this schedule. The 
codperatives shall report to the company 
monthly the demand and energy so separately 
measured by metering points and the comnany 
will deduct such measured demands and energy 
from the total demand and energy furnishe 
to the codperative, for the purpose of deter- 
mining the billings under the rural coopers 
tive rate. The deducted quantities of demant 
and energy shall be billed separately to the 
cooperatives in accordance with the company’ 
Standard Resale Rate Pn-1, under appropriate 
contract provisions. 

6. The codperative shall install, own, and 
maintain fused disconnecting switches or auto 
matic oil switch equipment located at the poitt 
of delivery, on the codperative’s side of tht 
meter. These fuses or switches shall be such 
as to automatically open the line in case of ut 
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due overload, short circuit, ground, or light- 
ning discharge. 

7. The voltage regulation of the company’s 
system at the point of connection with the 
lines of the codperative shall be equal to that 
maintained on the transmission line or on 
primary lines for power customers, as the case 
may be. If additional regulation is required 
by the coGperative, the necessary equipment 
shall be furnished by the codperative. 

8. The company does not guarantee con- 
tinuous service but will employ reasonable ef- 
forts to avoid interruptions. 

9. The general rules and regulations ot the 
company filed with and approved by the Cor- 
poration Commission of Oklahoma and not in 
conflict with the provisions of this rate sched- 
ule or the codperative’s contract shall be ap- 
plicable to service furnished under this sched- 
ule. 

10. The codperative shall be required to ex- 
ecute a contract for not less than three vears. 


It is the further order of the Com- 
mission that the Oklahoma Gas and 
Electric Company be, and it is hereby, 
authorized to withdraw its present 
Schedule Pn-2b and that said company 
shall in lieu thereof file with the Com- 
mission and charge rural electric codp- 
erative corporations served from its 
Shattuck-Woodward Transmission 
System the following schedule: 


Pn-2b 
Rural Codperative Rate 

Availability: This rate is available in the 
territory served by the Shattuck-Woodward 
Transmission System in which this company 
operates to individual rural electric coopera- 
tive corporations for the purchase of electric 
energy to be distributed by them in rural areas 
to the following classes of users: 
Class I. 

General farm use, farm residences, rural 
residences, dairy farms, churches, public 
schools, and community houses. 

Class IT. 

Filling stations, country stores, grist mills, 
elevators, cheese factories, canning factories, 
locker storage plants, food preservation 
plants, and other ultimate electric service 
users; provided, any individual user included 
in this class does not require in excess of 30 
kva. of transformer capacity. 

Class IIT. 

For use in incorporated or unincorporated 
towns or villages having 125 or less electric 
customers; for use in incorporated or un- 
incorporated towns or villages of less than 
1500 population that are not on December 
15, 1944, receiving electric service; and for 
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use in incorporated or unincorporated towns 
or villages of less than 1,500 population now 
on December 15, 1944, being served by an 
electric co6perative corporation; provided, 
however, that the energy required by any 
individual using in excess of 30 kva. of in- 
dividual transformer capacity shall be billed 
to the codperative under the company’s 
Standard Resale Rate Schedule Pn-1 in ac- 
cordance with the provisions of par 5 of 
“Special Terms and Conditions” hereof. 
Electric energy purchased by the codpera- 
tives for users not included in Classes I, II, 
and III above, shall be billed under the com- 
pany’s Standard Resale Rate Pn-4 in accord- 
ance with the provisions of par 5 of “Special 
Terms and Conditions” hereof. Standby serv- 
ice for breakdown or auxiliary purposes will 
not be furnished under this rate schedule. 
This rate applicable to each point of delivery 
individually. 
Rate: First 100 hours use of the maximum 
demand per month 1.20 cents per kw. hr. 


— kw. hr. per month @ 70 cents per kw. 


Prompt Payment Provision: The monthly 
bill will be rendered at the above rate plus 1 
per cent, which amount will be deducted pro- 
py the bill is paid within ten days -rom its 

ate. 

Determination of Billing Demand: The 
maximum demand for billing purposes in any 
month shall be the average number of kilo- 
watts of codperative’s demand during the pe- 
riod of 15 consecutive minutes in which the 
codperative’s consumption of electric energy 
is greater than during any other 15 consecu- 
tive minutes during the month determined by 
suitable measuring instruments installed and 
maintained by the company, provided, how- 
ever, that in computing charges for service 
under this rate no bill for any month will be 
based on less than 60 per cent of the highest 
maximum demand established during the 
twelve months ending with the current month, 
nor in any event on less than 25 kilowatts. 

Minimum Charge: The minimum charge 
per month shall be at the rate of $2 net per 
kilowatt of billing demand determined as pro- 
vided in the paragraph on “Determination of 
Billing Demand,” provided, however, that the 
minimum charge per month shall be based on 
not less than 25 kilowatts. 

Power Factor Clause: Codperative shall 
at all times take and use power in such man- 
ner that the power factor shall be as near 100 
per cent as practicable, but when the power 
factor at time of maximum monthly demand is 
less than 80 per cent lagging, the billing de- 
mand shall be determined by multiplying the 
maximum demand recorded by the meter dur- 
ing the month by 80 and dividing the product 
thus obtained by the power factor at the time 
of maximum monthly demand, expressed in 
per cent. 

Fuel Clause: The rate schedule as stated 
above is based on a standard fuel cost of 20 
cents per million stu for oil and gas delivered 
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at the company’s power plants in Shattuck and 
Woodward, Oklahoma. When the average 
cost of fuel used, as shown by the company’s 
records, is greater or less than the standard 
cost of 20 cents per million sru, there shall 
be added to or deducted from the net monthly 
bill, as computed according to the rate sched-_ 
ule, an amount equal to the total monthly 
kilowatt-hour consumption times .017 cents for 
each 1 cent per million Bru that the actual 
average cost is greater or less, respectively, 
than the standard cost. No addition or de- 
duction shall be made until said cost differs by 
2 cents or more from the standard cost and 
then shall be exactly proportional to such dif- 
ference. 

For the purpose of facilitating the prompt 
mailing of bills, the fuel adjustment for any 
month will be based on the average cost of 
fuel and the kilowatt hours consumed by the 
customer during that month but will appear 
as . credit or a debit on the succeeding month- 
ly bill. 

Tax Clause: If _ shall be imposed after 
December 1, 1944, by Federal, state or other 
governmental authority any tax payable by 
the company upon the gross revenue or earn- 
ings, or upon the production, transmission, or 
sale of electric. energy, a pro rata share of 
such additional tax or taxes shall be added to 
the monthly bills payable by the codperative 
to recompense the company on account of the 
furnishing of electric energy to the customer 
under this schedule of rates. Reductions like- 
wise shall be made in the bills payable by the 
codperative for decrease in taxes on account 
of the furnishing of electric energy to the co- 
Operative under this schedule if any such tax 
in effect on December 1, 1944, or subsequently 
imposed, shall be in part or wholly removed. 
Special Terms and Conditions: 

1. The codperative shall furnish satisfactory 
proof of its due incorporation under the laws 
of the state of Oklahoma. 

2. The codperative shall designate an in- 
dividual responsible for the operation and su- 
pervision of its system with whom the com- 
pany may deal and shall notify the company 
thereof. 

3. The company shall furnish the codpera- 
tive information as to the location, amount, 
and phase characteristics of power available, 
and shall specify in the contract the allowable 
maximum load or demand to be imposed by 
the codperative. 

4, No additional investment by the compa- 
ny in transmission or substation facilities is 
contemplated or to be required under this rate. 

5. Service rendered by codperatives to users 
for which the Rural Codperative Rate is not 


applicable shall be arranged for as follows: 
The codperative shall meter separately the de- 
mand and energy used by each user (Class | 
users excepted) who requires more than 30 
kva of transformer capacity, and shall also 
meter separately the demand and energy used 
as a whole by any city, town, or village and 
the users within the boundaries thereof that 
do not come within the provisions of Class III 
of the availability clause of this schedule. The 
codperatives shall report to the company 
monthly the demand and energy so separately 
measured by metering points and the compa- 
ny will deduct such measured demands and 
energy from the total demand and energy fur- 
nished to the codperative, for the purpose of 
determining the billings under the Rural Co- 
Operative Rate. The deducted quantities of 
demand and energy shall be billed separately 
to the cooperative in accordance with the 
company’s Standard Resale Rate Pn-1l, under 
appropriate contract provisions. 

The codperative shall install, own, and 
maintain fused disconnecting switches or au- 
tomatic oil switch equipment located at the 
point of delivery, on the codperative’s side of 
the meter. These fuses or switches shall be 
such as to automatically open the line in case 
of undue overload, short circuit, ground, or 
lightning discharge. 

7. The voltage regulation of the company’s 
system at the point of connection with the 
lines of the codperative shall be equal to that 
maintained on the transmission line or on pri- 
mary lines for power customers, as the case 
may be. If additional regulation is required 
by the codperative, the necessary equipment § 
shall be furnished by the codperative. 

8. The company does not guarantee con- 
tinuous service but will employ reasonable 
efforts to avoid interruptions. 

9. The general rules and regulations of the 
company filed with and approved by the Cor- 
poration Commission of Oklahoma and not in 
conflict with the provisions of this rate sched- 
ule or the codperative’s contract shall be ap- 
ov to service furnished under this sched- 
ule. 


10. The codperative shall be required to ex- 
ecute a contract for not less than three years. 


It is further ordered that the Com- 
mission retain jurisdiction of the sub- 
ject matter hereof and parties hereto 
for such further order or orders as the 
Commission may deem necessary in 
the premises. 
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PENNSYLVANIA PUBLIC UTILITY COMMISSION 


Pennsylvania Public Utility Commission 


Elizabethtown Wate Company 


Complaint Docket No. 13968 
December 28, 1944; rehearing denied February 19, 1945 


NVESTIGATION of proposed increase in water rates; proposed 
I rates held to be unjust, unreasonable, and excessive, and sup- 
plement tariff withdrawing special contract rates permitted to 

become effective. 


Rates, § 174 — Valuation as a factor — Separate consideration of new addition. 
1. Increased rates cannot be sustained on the ground that additional rev- 
enues resulting therefrom would offset allowable return and operating ex- 
penses applicable to a new filtration plant in the absence of evidence that 
existing rates.were just and reasonable before the addition, since it cannot 
be assumed that existing rates yielded no more than a fair return on the 
property prior to the addition; and the Commission must proceed to a 
determination of fair value of the entire plant, p. 172. 

Valuation, § 166 — Overheads of water utility. 
2. An estimated overhead rate of 15 per cent (including assumptions of 3 
per cent for contingencies, 6 per cent for engineering, 14 per cent for pro- 
motion and organization, 14 per cent for administrative, general, and legal, 
and 3 per cent for interest during construction) in determining reproduc- 
tion cost of a water utility was accepted for the purposes of a rate order, 
although underlying assumptions were criticized, p. 174. 

Valuation, § 319 — Working capital — Water utility. 
3. Allowances of $4,171 for materials and supplies and $2,500 for working 
capital were accepted in the determination of rates of a water utility com- 
pany having a total rate base of $225,000, p. 174. 

Valuation, § 114 — Financing cost — Stock and bonds. 


4. Financing cost applicable to common stock should be excluded in deter- 
mining reproduction cost, and calculation of the cost should be confined to 
financing applicable to bonds, p. 175. 


Valuation, § 114 — Financing cost — Premium or discount on bonds. 


5. Premium or discount on bonds represents merely a modification of the 
fixed interest rate stated in the bond and therefore does not enter into cost 


of financing that is included in any rate base, p. 175. 
Valuation, § 114 — Financing cost — Items covered. 


6. Cost of financing properly includes actual fees paid brokers or investment 
bankers for selling bonds and also includes mechanical costs of printing and 
registering securities, cost of recording mortgages, counsel fees applicable 
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to the security issue, and other minor expenses directly applicable to the 
bond issue, p. 175. 


Valuation, § 114 — Financing cost. 
7. An allowance of 5 per cent of an assumed bond issue was included in 
reproduction cost of water utility property for financing cost, p. 175. 


Valuation, § 344 — Going value — Lag in earnings — Evidence. 
8. Lag in earnings, as a basis for an allowance for going concern value in a 
reproduction cost estimate, is not proven by a reconstruction of earnings 
statements from incomplete data found in minute books and adoption of the 
assumption that net increase in cash balances at the end of each year repre- 
sented net earnings for the year after allowing for interest and dividends 
paid, p. 175. 

Valuation, § 98 — Accrued depreciation — Compound interest method. 
9. A calculation of accrued depreciation of water utility property on the 
4 per cent compound interest method, based on an estimate of lives and ages 
of various items inventoried, was accepted for the purpose of a rate order, 


p. 177. 


Valuation, § 70 — Determination of cost — Trended reproduction costs as sub- 
stitute — Labor cost. 
10. Historical costs which are trended reproduction costs are at best a poor 
substitute for actual costs experienced, and they are even more objectionable 
when labor trends are based on labor rates paid by a particular water com- 
pany instead of trends based on statistics which are a composite of the ex- 
perience of like companies, p. 178. 


Valuation, § 166 — Overheads of water utility — Historical cost. 
11. Overheads to the extent of 10 per cent were allowed in a determination 
of historical cost of water utility property, as a recognition that some over- 
head cost must have actually occurred, although exclusion of overheads 
would have been justified for lack of evidence that any such actual costs 
were experienced, p. 178. 


Valuation, § 111 — Appreciation — Book cost. 
12. An amount included in book cost of plant to represent appreciation, 


based on an old appraisal, was eliminated as an unsupported write-up, 
p. 179. 

Valuation, § 225 — Proposed improvements — Indefinite plan — War restrictions. 
13. The estimated cost of proposed construction, delayed by war conditions 
making it hard to secure materials and labor, should be excluded from the 
rate base when there is insufficient evidence that construction will actually 
be completed in the near future, p. 180. 


Valuation, § 216 — Unused land — Prospective construction. 
14. Land acquired by a water utility for proposed construction, delayed be- 
cause of war conditions, should be considered as not used or useful in deter- 
mining the rate base where the cost of the proposed construction is excluded 
because of lack of evidence of probable completion in the near future, 
p. 180. 


Valuation, § 39 — Measures of value — Judicial rules — Reproduction cost. 
15. The Commission must consider, in a rate case, the elements of value 
under the general rule stated by the state court, emphasizing consideration 
to be given reproduction cost estimates in rate proceedings, p. 180. 
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Valuation, § 79 — Reproduction cost — Average prices — Spot prices. 
16. The Commission, in weighing evidence on reproduction cost in a rate 
case, must consider the quality of such evidence, including the fact that spot 
prices used have fluctuated widely during past years and under war condi- 
tions are apt to be abnormally high, average prices affording a better meas- 


ure of fair value, p. 181. 


Depreciation, § 14 — Annual allowance — Cost basis. 


17. Proper annual depreciation expense provides for systematically amor- 
tizing the cost of property over its useful life, p. 182. 


Return, § 115 — Water utility. 


18. An allowance of 6 per cent on the rate base of a water utility was held 


to be a fair rate of return, p. 184. 


(BucHANAN, Commissioner, concurs in separate opinion.) 


By the Commission: On Novem- 
ber 29, 1943, Elizabethtown Water 
Company filed Supplement No. 3 to 
tariff Pa. P.U.C. No. 4, to become 
effective February 1, 1944, increasing 
the minimum charge for metered rate 
water service through a -inch or #- 
inch meter from $2 to $3 per quarter 
and further changing the rates to ef- 
fect an increase in consumption 
charges for all metered rate water 
service. Based on 1942 consumption 
statistics, the proposal would result in 
a rate increase of 22.32 per cent on 
total metered sales. On the same date 
the company also filed Supplement 
No. 1 to tariff Pa, P.U.C. No. 6, to 
become effective February 1, 1944, 
withdrawing the special contract rates 
applicable to Eby Painter. 

Respondent’s_ presently effective 
rates, excluding special contracts, 
have been in effect since 1923. 

Prior to February 1, 1944, two 
complaints were filed in _ protest 
against the proposed rate increases : 


a Re Kuntzelman, dated January 12, 


C. 13966, Re Elizabethtown College, dated 
January 27, 1944. 


On January 31, 1944, the Pennsyl- 
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vania Public Utility Commission in- 
stituted an inquiry and investigation 
upon its own motion under the pro- 
visions of the Public Utility Law for 
the purpose of determining the fair- 
ness and reasonableness, justness and 
lawfulness of the rates and charges of 
respondent, ard ordered that the 
aforesaid supplements be suspended 
from February 1, 1944, to August 1, 
1944, a period of six months. 


On July 10, 1944, the Commission 
again suspended the proposed rate in- 
crease to November 1, 1944, and upon 
agreement between respondent and 
the Commission, the effective date 
was extended to December 1, 1944. 


The Office of Price Administration 
was granted permission to intervene. 
The final hearing on all complaints, 
which were consolidated for purpose 
of hearing, was held October 26, 
1944. On October 31, 1944, the 
Commission heard oral argument, and 
briefs were subsequently filed by the 
OPA and respondent. 

Respondent was incorporated under 
the laws of the commonwealth of 
Pennsylvania January 4, 1895, for the 
purpose of furnishing water in the 
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borough of Elizabethtown, Lancaster 
county. 

Starting with a plant costing ap- 
proximately $18,600 in 1896, respon- 
dent’s water property grew with the 
community, making extensions and 
additions until the recorded cost of its 
plant at December 31, 1943, amount- 
ed to $225,380. Apparently stock- 
holders originally invested $5,000 and 
in 1925 invested an additional $30,- 
000. Respondent paid cash dividends 
continuously from 1901 to date and 
also declared stock dividends in 1925 
and 1931. 


Fair Value 


[1] Counsel for respondent con- 
tended in oral argument and in his 
brief that it is not necessary for the 
Commission to determine fair value 
in this proceeding. Respondent ini- 
tiated filtered water service by con- 
struction of a filtration plant in 1941 
and submitted exhibits showing the 
cost of filtration plant and filtration 
plant operating expense. Respondent’s 
counsel argued that the increase in 
rates was reasonable inasmuch as the 
additional revenues resulting there- 
from would offset the allowable return 
and allowable operating expenses ap- 
plicable to the new filtration plant. 


Such reasoning is based on the as- 
sumption that existing rates yielded 
no more than a fair return on respon- 
dent’s property prior to the addition 
of the filtration plant in 1941. The 
respondent, however, submitted no 
such evidence. In the absence of evi- 
dence that respondent’s existing rates 
were just and reasonable before the 
addition of the filtration plant, the 
Commission can make no such as- 
sumption and must proceed to a de- 
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termination of the fair value of re- 
spondent’s entire plant. 

Counsel for OPA contended in oral 
argument and in his brief that the 
Commission need not find fair value 
of respondent’s property but should 
find that the respondent failed to dis- 
charge its burden of establishing that 
its existing rates are unreasonable and 
that it is not presently earning an ade- 
quate return under wartime conditions 
and therefore should disallow the pro- 
posed increase in rates. 


Respondent submitted no evidence 
on fair rate of return but did submit 
evidence of fair value, revenues, and 
operating expenses. There is sufficient 
evidence of record to determine the 
rate of return actually experienced by 
respondent under existing rates and to 
calculate the probable rate of return 
under the proposed rates. 

Respondent’s evidence of fair value 
consists of reproduction cost, histor- 
ical cost, book cost, and estimated cost 
of proposed improvements. 


Reproduction Cost 

Respondent submitted Exhibit 5 
which is the estimated reproduction 
cost at December 31, 1943, sum- 
marized as follows: 


Reproduc- 

Ac- _ tion Cost 

Reproduc- crued New Less 
tion Cost Depre- Depre- 
New ciation ciation 


Physical Property $288,378 $49,675 $238,703 
General Over- 

34,757 7,388 27,369 

$323,135 $57,063 $266,072 

Supplies 4,171 4,171 

Working Capital 2,500 2,500 


Cost of Financing 17,000 17,000 
Going Concern 
33,000 


$322,743 





Materials and 





$379,806 $57,063 
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The reproduction cost estimate was 
prepared by Mr. John W. Guilday, 
engineer of Morris Knowles, Inc. of 
Pittsburgh. Mr. Guilday was in 
Elizabethtown for eleven days which 
time, he stated, was divided into four 
days in the field on physical inventory 
and seven days gathering data from 
respondent’s books and records. Re- 
turning to Pittsburgh, he and his as- 
sistants estimated the reproduction 
cost of respondent’s property at prices 
effective December 31, 1943. In re- 
gard to the inventory of respondent’s 
distribution system, the witness stated 
that. he obtained his inventory from 
the existing distribution maps. He 


also stated that he made no physical 
check of the distribution system to de- 
termine the accuracy of respondent’s 
maps. On cross-examination, the maps 
were admitted to be inaccurate in cer- 


tain instances. 

Of the $288,378 for physical prop- 
erty, $57,254 is priced at original cost 
and consists of $13,203 for items of 
land and $44,321 for the filtration 
plant. All other items in the inven- 
tory were priced at the engineer’s esti- 
mate of spot unit prices applicable at 
December 31, 1943. The witness 
stated: “Prices current in the latter 
part of October and November were 
then applied to the inventory quanti- 
ties to arrive at the reproduction cost 
new. Since there was no change in 
price levels between November 1, 
1943, and December 31, 1943, the re- 
production cost new date is taken as 
of December 31, 1943. In the repro- 
duction cost new estimate of $289,996 
for physical property as shown in the 
first column, original cost has been 
used for all land and for the filtration 
plant. The filtration plant was put 
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into service in July, 1941, and al- 
though there has been an increase of 
from 10 per cent to 15 per cent in con- 
struction costs since that date, never- 
theless I have used the actual original 
cost of $44,321.” In subsequent hear- 
ings, respondent corrected the amount 
of $289,996 to $288,378. 
Reproduction cost new of $288,378, 
less $57,524 for items at original cost, 
leaves $230,854 for plant items priced 
at spot unit prices as of December 31, 
1943, and of this figure, a very large 
element is represented by labor. In 
this connection, it is noted that ac- 
cording to witness. Guilday, respon- 
dent’s labor rates at December 1, 
1943, were approximately 56 per cent 
higher than in 1941. Reproduction 
unit prices for materials were based 
on quotations from manufacturers or 
other suppliers operating under 1943 
wartime conditions of material short- 
ages, and quotations were obtained 
for valuation purposes only. The evi- 
dence indicates material and labor 
costs are much higher at December 
31, 1943, than in 1941. If we accept 
the statement by respondent’s engineer 
that construction costs have increased 
10 per cent to 15 per cent or approxi- 
mately 124 per cent since July, 1941, 
an estimate of reproduction cost based 
on spot prices as of 1941 can be made 
by reducing the amount of $288,378 
by $25,650. This adjustment of $25,- 
650 reduces the amount of $230,854 
(1124 per cent) for plant priced at 
December 31, 1943, spot prices to 
$205,204 (100 per cent) at 1941 spot 
prices. The total reproduction cost 
of physical property before overheads 
as estimated at 1941 prices would 
therefore amount to $262,728. This 
demonstrates the major fluctuation 
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that has occurred in so short a time 
as two years. There is no evidence 
of record to show average prices over 
a longer period of years to afford a 
basis for further comparison. 


[2] General overheads totaling 
$34,757 were calculated by Guilday 
as 15 per cent of the physical proper- 
ty, excluding $57,524 for the land and 
filtration plant that were priced at 
original cost. The 15 per cent allow- 
ance for overheads includes assump- 
tions of 3 per cent for contingencies, 
6 per cent for engineering, 14 per cent 
for promotion and organization, 14 
per cent for administrative, general, 
and legal, and 3 per cent for interest 
during construction. The fairness of 
these assumptions depends on assumed 
present-day construction conditions. 
The item of 3 per cent for contin- 
gencies provides an amount added to 


physical property for items that may 
have been omitted from the inventory 
but does not consider that the inven- 
tory may have included items tabu- 
lated from inaccurate maps which 
showed plant items not actually in ex- 


istence. The allowance of 3 per cent 
for interest during construction is an 
average, resulting from the assump- 
tion of a one-year construction period 
with a 6 per cent interest rate effec- 
tive. Present-day interest rates on 
such construction might be 5 per cent, 
4 per cent, or even less. The witness’ 
assumption of maximum or even 
possibly excessive overheads is mere- 
ly another indication that the esti- 
mated reproduction cost of utility 
property is a composite of numerous 
lesser assumptions subject to the opin- 
ions of the appraiser. For purposes 
of this order the Commission accepts 
respondent’s estimated overhead rate 
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of 15 per cent which, applied to the 
adjusted reproduction cost of physical 
inventory in the amount of $262,728 
(less land and filtration plant, totaling 
$57,524), results in allowable over- 
heads of $30,895 on physical plant at 
1941 prices. 


[3] Respondent’s reproduction cost 
includes $4,171 for materials and sup- 
plies and $2,500 for working capital. 
The Commission accepts _ these 
amounts without adjustment. 

Respondent’s reproduction cost in- 
cludes $17,000 for cost of financing, 
which Guilday calculated as 5 per 
cent on cost of physical property, over- 
heads, materials and supplies, and 
working capital. Respondent had no 
bonds outstanding at December 31, 
1943. In 1925 respondent retired the 
entire 1917 bond issue on which 
known financing costs amounted to 
$132.50 in 1917. Respondent’s stock 
is owned locally, the present stock- 
holders being the original incorpora- 
tors or their heirs. 


In order to properly calculate cost- 


of financing, it is necessary to make 
specific assumptions as to how respon- 
dent would be financed. The most 
logical assumption is that, if recon- 
structed, the property would be 
financed by issuing stocks and bonds 
in approximately the same proportions 
as the securities outstanding at De- 
cember 31, 1943. At December 31, 
1943, respondent had outstanding 
$150,000 par value of common stock 
and notes payable of $48,000. The 
notes would possibly be funded and 
will be considered as bonds. It would 
therefore be reasonable to assume that 
the financing would be approximately 
three-fourths stock and one-fourth 
bonds. The application of these ratios 
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to respondent’s adjusted reproduction 
cost indicates approximately $250,000 
or $225,000 of stock would be issued 
and $80,000 of bonds. 

[4] In Solar Electric Co. v. Pub- 
lic Utility Commission (1939) 137 
Pa Super Ct 325, 31 PUR(NS) 275, 
299, 9 A(2d) 447, the superior court 
said : 

“We cannot agree with the conten- 
tion of the respondent that it is en- 
titled to capitalize the expense of mar- 
keting the stock of the company. It 
would confuse rather than simplify 
the process of rate making to treat the 
expense of marketing the common 
stock of the utility as cost of financing. 
That subject may better be considered 
under a different head. We 


are of the opinion, therefore, as we 
have before indicated, that the cost of 
marketing the stock of the company is 


not a matter for capitalization as part 
of the rate base. The utility is com- 
pensated for the capital furnished by it 
in the fair return allowed.” 

In accordance with the foregoing 
opinion of the superior court, we will 
exclude cost applicable to the common 
stock and confine our calculation to 
cost of financing applicable to $80,000 
of bonds. 


[5-7] It is well-established that 
premium or discount on bonds repre- 
sents merely a modification of the 
fixed interest rate stated in the bond 
and therefore does not enter into cost 
of financing that is included in any 
rate base. Cost of financing properly 
includes actual fees paid brokers or 
investment bankers for selling the 
bond issue and also includes mechan- 
ical costs of printing and registering 
securities, the cost of recording mort- 
gages, counsel fees applicable to the 
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security issue, and other minor ex- 
penses directly applicable to the bond 
issue. Respondent offered no evi- 
dence of actual financing costs experi- 
enced by respondent or other com- 
panies. From the Commission’s 
knowledge of financing costs applica- 
ble to many utility bond issues in 
Pennsylvania, it appears that such 
costs on large bond issues would aver- 
age 3 per cent or less and on smaller 
bond issues would vary from 1 per 
cent to 6 per cent of the face amount 
of bonds issued. The Commission 
will therefore allow $4,000 for cost 
of financing, calculated as 5 per cent 
on $80,000 of estimated financing by 
bonds. 


[8] Going concern value of $33,000 
is included in respondent’s reproduc- 
tion cost. Witness Guilday estimated 
the $33,000 for going concern value 
at 10 per cent of the reproduction cost 
of the physical property, general over- 
heads, materials and supplies, and 
working capital. Respondent also 
submitted Exhibit 7, entitled: “Analy- 
sis of Deficit Below Fair Return on 
Investment in Plant in Formative 
Period of Company.” Exhibit 7 pur- 
ports to show a compounded cumula- 
tive lag of $3,294 below an assumed 
return of 7 per cent for the first four 
years, 1896 to 1899, inclusive. Re- 
spondent’s counsel explained there was 
no direct relation between the purport- 
ed lag of $3,294 and the $33,000 of 
going concern value and also stated 
“Exhibit No, 7 is merely the basic 
proof of what I call the passport into 
the question of going concern value.” 

Respondent’s accounting records 
prior to 1919 are missing and there 
are no income and expense statements 
available. In the absence of any ac- 
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counting records, Guilday, who is not 
an accountant, attempted to recon- 
struct respondent’s earnings state- 
ments for the years 1896 to 1899 from 
incomplete data found in minute 
books. Guilday’s erroneous assump- 
tion was that the net increase in cash 
balances at the end of each year repre- 
sented net earnings for the year after 
allowing for interest and dividends 
paid. With no knowledge of the 
source of all cash receipts and the dis- 
position of all cash disbursements, it 
is obviously erroneous to assume that 
the increase in cash balances at the 
end of each year is any indication of 
earnings. Respondent issued bonds 


and presumably liquidated liabilities 
during the years 1896 to 1899, inclu- 
sive. 

Exhibit 7 shows cost of plant at 
$18,600 in 1896, but Guilday admit- 


ted he omitted certain items of plant 
because he could not find any cost in 
the minute books. 

Guilday assumed a rate of 7 per cent 
without offering any evidence in sup- 
port thereof. The amount of bond 
interest in Exhibit 7 is based on the 
assumption that respondent issued 
$15,000 of 44 per cent bonds April 1, 
1897. Exhibit 17, submitted by the 
Commission staff accountant, together 
with bonds listed in the back of the 
first minute book, indicates that only 
$4,500 of bonds were issued in 1897 
and $10,000 of bonds were issued in 
1898. The bond interest shown in 
Exhibit 7 is therefore in error. Re- 
spondent had bank loans during the 
period from 1896 to 1899. The in- 
terest on the bank loans should be in- 
cluded in Exhibit 7, but Guilday stat- 
ed: “TI just missed it, that is all.” It 
is apparent that Exhibit 7 is based 
57 PUR(NS) 


upon erroneous facts and the false 
assumption that the increase in the 
year-end cash balances represents net 
earniiigs. Under exactly similar cir. 
cumstances, the Pennsylvania superior 
court in Newport Home Water Co, 
v. Public Service Commission (1921) 
76 Pa Super Ct 386, stated at p. 395: 

“We have already said that the 
books of the company, during the 
period when its business was estab- 
lished and developed, failed to dis- 
close either the gross or net revenues 
and the operating expenses. Differ- 
ent methods may be used in comput- 
ing or attempting to compute and de- 
termine the losses in early years dur- 
ing the development period of the 
business of a public service company, 
for purposes of capitalization, and as 
an aid to judgment in deciding wheth- 
er or not such early losses should be 
capitalized. Whatever method is 
adopted, however, it 1s necessary, in 
order to arrive at any satisfactory 
conclusion, that there must be some 
evidence as to the operating expenses 
and gross revenues of the company 
during the years of the development 
of its business. The engineers, in the 
present case, being without any evi- 
dence as to the essential facts, at- 
tempted to make a guess at what those 
facts might have been, and then based 
a computation upon the facts assumed. 
The difficulty is that the facts assumed 
are not in harmony with certain col- 
lateral facts, clearly established by the 
records of the company, and the testi- 
mony of Howard E. Ahrens,” (Italics 
supplied. ) 

The Commission concludes that re- 
spondent’s Exhibit 7 does not prove 
that respondent suffered a lag in earn- 
ings from 1896 to 1899, inclusive. 
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Respondent offered no evidence on 
earnings from 1900 to 1938, during 
which time respondent’s original plant 
cost of $18,600 grew to approximately 
$150,000. During the same period 
stockholders invested an additional 
$30,000 and capital liabilities de- 
creased from $14,500 to $5,000. Dur- 
ing the same period respondent paid 
cash dividends each year. Apparently 
earnings during the period 1900 to 
1938 permitted respondent to recoup 
far more than the assumed lag for the 
years 1896 to 1899, as set forth in 
Exhibit 7. An actual lag in the cumu- 
lative amount of $3,294 for the years 
1896 to 1899 on an $18,600 plant cer- 
tainly would not justify respondent 
arbitrarily adding $33,000 to the en- 
tire plant of which less than 10 per 
cent was installed prior to 1900. The 
Commission will consider the evidence 
of record on going concern value in 
the determination of fair value but will 
not determine a specific amount ap- 
plicable to a separate item designated 
as going concern value. 

[9] Accrued depreciation at De- 
cember 31, 1943, on reproduction cost 
at the same date is set forth in Ex- 
hibit 5 in the amount of $57,063. Re- 
spondent’s witness Guilday calculated 
the accrued depreciation on the 4 per 
cent compound interest method, based 
on his estimate of lives and ages of 
the various items inventoried. For 
the purpose of this order, the Com- 
mission will accept respondent’s meth- 
od of determining the accrued depre- 
ciation and in the reproduction cost 
estimate at 1941 prices, will make only 
those mathematical adjustments neces- 
sitated by the $29,512 adjustment. 
The resultant accrued depreciation on 
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reproduction cost at 1941 prices 


amounts to $50,789. 

The estimated reproduction cost of 
respondent’s property at 1941 prices, 
is summarized as follows: 


Reproduc- 

Ac- tion Cost 

Reproduc- cured New Less 

tion Cost Depre- Depre- 

New ciation ciation 

Physical Property $262,728 
General Over- 

heads 
Cost of Financing 


$44,222 $218,506 
6,567 
* 


24,328 
4,000 


$50,789 $246,834 
4,171 


4,000 
$297,623 


4,171 
2,500 2,500 


$304,294 $50,789 $253,505 

_* No adjustment made for accrued deprecia- 
tion. 
Historical Cost 

Exhibit 3, entitled “Historical Cost 
of Land, Plant, and Equipment as of 
December 31, 1943,” shows the his- 
torical cost of respondent’s plant, 
summarized as follows: 





Materials and 
Supplies 
Working Capital 





$192,359 
26,927 


$219,286 
4171 
2'500 


$225,957 


Physical Property 
General Overheads 


Materials and Supplies 
Working Capital 


The foregoing amounts give effect 
to minor corrections made by re- 
spondent after the exhibit was origi- 
nally submitted in this proceeding. 

In regard to Exhibit 3, respondent’s 
witness stated: “It was impossible to 
determine in this case the original 
cost of all the physical property be- 
cause there are no accounting records 
available- for the period prior to 
1919.” The witness also stated: 
“Therefore, due to the lack of account- 
ing records, and the manner in which 
the existing available accounting rec- 
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ords have been kept, an engineering 
estimate of the historical cost of re- 
spondent’s property has been prepared. 
This estimate is based in part upon 
actual cost taken from respondent’s 
books and records and in part on the 
application of ratios based upon ma- 
terials and labor prices applied to the 
reproduction cost new estimate in re- 
spondent’s Exhibit No. 5, to arrive 
at the cost as of the date of installa- 
tion of the particular item of property 
in question.” The historical cost of 
physical property in the amount of 
$192,359 includes approximately 54.7 
per cent of costs taken from respond- 
ent’s records and the balance of 45.3 
per cent are estimated historical costs 
calculated on reproduction cost trend- 
ed back to the date of construction. 
[10] Historical costs which are 
trended reproduction costs are at best 


a poor substitute for actual costs ex- 


perienced. In this particular case, 
historical costs from trends are even 
more objectionable because the labor 
trends-are: “ . . based on 
labor rates paid by the Philadelphia 
Suburban Water Company.” Accept- 
able labor trends must be based on 
statistics which are a composite of the 
experience of like companies. It is in- 
defensible to arbitrarily use the labor 
trend of Philadelphia Suburban Water 
Company as an indication of general 
labor trends or as the trend actually 
experienced by respondent which is lo- 
cated in a dissimilar type of com- 
munity. For example, Guilday used 
labor costs in 1941 as 82 per cent of 
labor costs at December 31, 1943, 
even though respondent’s actual labor 
rates in 1941 were only 64 per cent 
of labor rates at December 31, 1943. 
Respondent’s trended historical labor 
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costs of 1941 construction is therefor 


28 per cent higher than labor costs 
actually experienced. The Commis 


sion will make no adjustment of the 


historical cost of physical property 


totaling $192,359 but, in arriving a 
fair value, will consider the amount 
of historical cost was based on such 
fallacious procedure. 

[11] In Exhibit 3 respondent 
shows general overheads of $26,927 
which were calculated by Guilday as 
20 per cent on the historical cost of 
physical property excluding land, to. 
taling $13,203, and filtration plant in 
the amount of $44,321. The same 
witness used only 15 per cent over- 
heads in the reproduction cost, Ex. 
hibit 5. The 20 per cent overheads 
on historical cost are purely a judg- 
ment figure and no evidence was pre. 
sented on respondent’s actual overhead 
costs. To the extent that 20 per cent 
overheads were calculated on book 
costs that included any engineering or 
other specific overhead items, over- 
head costs are duplicated. In response 
to a question as to respondent’s actual 
recorded overhead costs, the witness 
stated overheads were not based on 
any books or records of respondent. 

Although the Commission allowed 
the 15 per cent assumed overheads to 
remain in reproduction cost, it would 
be justified in excluding entirely the 
overheads in the historical cost esti- 
mate for lack of evidence that any 
such actual costs were experienced and 
that respondent failed to sustain the 
burden of proof. It is fair to recog- 
nize that even under respondent’s con- 
servative organization and develop- 
ment, some overhead costs must have 
actually occurred, therefore, based 
upon the Commission’s experience and 
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owledge with respect to water prop- 
erty development, overheads to the 
extent of 10 per cent will be allowed. 
Overheads of 10 per cent amount to 
613,463, calculated on the historical 
ost of physical property excluding 
and and filtration plant. 

Materials and supplies of $4,171 
and working capital of $2,500 are in 
the same amounts previously discussed 
under reproduction cost and are ac- 
cepted as reasonable. 

Respondent submitted no calcula- 
tion of the accrued depreciation on 
historical cost, but respondent’s 4 per 
cent compound interest method and 
lives and ages, applied without adjust- 
ment, result in accrued depreciation of 
$32,731 on historical cost at Decem- 
ber 31, 1943. 

Respondent’s historical cost of 
physical property with overheads at 
10 per cent and the accrued deprecia- 
tion is summarized as follows: 

Ac- His- 
Historical crued torical 
Cost Un- Depre- Cost De- 


depreciated ciation preciated 
Physical Property $192,359 $29,523 $162,836 


3,208 10,255 
$205,822 $32,731 





$173,091 

Materials and 
Supplies 

Working Capital 2,500 


$212,493 $32,731 $179,762 





Book Cost 

[12] Respondent submitted Exhibit 
2, entitled: “Balance Sheet as per 
books, as of December 31, 1943.” Re- 
spondent’s balance sheet of December 
31, 1943, shows book cost of plant and 
the depreciation reserve as follows: 
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Fixed Capital installed prior to 
January 1, 1918 

Fixed Capital installed since De- 
cember 31, 1917 


$122,000.00 
163,124.99 
$285,124.99 


Depreciation of structures 
85,378.34 


equipment reserve 


Net book value, December 31, 1943 $199,746.65 


Respondent’s witness, Guilday, pre- 
pared Exhibit 2 from the books with- 
out audit or verification of the 
amounts shown. The witness states: 
“In the amount of $122,000 shown as 
fixed capital installed prior to January 
1, 1918, there is included appreciation 
of $59,745.48 written on the books 
in 1925.” The witness explained the 
write-up of $59,745.48 as follows: 


Q. Can you ascribe any reason to 
that write-up or adjustment? 

A. Yes, I believe that in a way it 
was based upon an old appraisal that 
was made back, I believe, around 1922. 
It may be based on that, although it 
is not stated in the company’s records. 


Eliminating the write-up of $59,- 
745.48 from the book cost of plant 
leaves a book cost of $225,379.51 to 
which the depreciation reserve of $85,- 
378.34 is applied to arrive at depre- 
ciated book cost of respondent’s prop- 
erty of $140,001.17 at December 31, 
1943, 

Book cost of respondent’s property 
(excluding write-up), depreciation re- 
serve, materials and supplies, and 
working capital at December 31, 1943, 
are summarized as follows: 


Book Cost $225,379 


Depreciation Reserve 


$140,001 

4,171 

2,500 

$146,672 
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Estimated Cost of Proposed Improve- 
ments 

[18, 14] Respondent submitted Ex- 
hibit 8 showing the estimated cost of 
proposed construction delayed by the 
war, amounting to $20,000 for a 
reservoir, planned to be built in the 
southeastern part of Elizabethtown. 
Land costing $554 was purchased in 
January, 1942, as a site for this reser- 
voir, and the cost of such land is in- 
cluded in the reproduction cost, his- 
torical cost, and book cost. Respond- 
ent’s witness Guilday stated: “I mean 
that it perhaps is impossible to obtain 
priorities, such a difficult task to get 
priorities that construction has been 
delayed, and it is hard to secure ma- 
terials and also the labor for construc- 
tion.” Respondent’s president, George 
R. Breneman, stated: 


Q. Mr. Breneman, one question: 
You have got no permission from any 
governmental agency, is that right? 

A. No. 


The Commission may include such 
proposed construction in present fair 
value in fixing rates for the immediate 
future if there is sufficient evidence 
that the construction will actually be 
completed in the near future. Re- 
spondent’s proposed construction has 
now been delayed since January, 1942, 
and wartime conditions may postpone 
construction indefinitely, or for that 
wiatter, respondent may for any rea- 

. avandon proposed plans for the 

construction, since it is not com- 
mitted on any contracts for such con- 
struction. Subsequent discussions of 
respondent’s operating revenues and 
expenses will be based on present con- 
ditions under which wartime expenses 
are high and revenues are slightly cur- 
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tailed. Changed conditions in the in 
definite future may result in earning 
which would allow a fair return oj 
the proposed reservoir or any othe 
necessary construction now unfore 
seen. On the basis of the evideng 
presented in this proceeding, the Com 
mission will not include the $20,00 
item of proposed construction and i 
determining fair value will conside 
the $554 of land as not used or useful 


Summary of Fair Value 

In accordance with the principle ex 
pressed in the opinion of the Supreme 
Court of the United States, Smyth y, 


PENNS 


Ames (1898) 169 US 466, 42 L eff 


819, 18 S Ct 418, and subsequent 


opinions of the appellate courts off 


Pennsylvania which set forth the so- 
called fair value rule, we tabulate the 


evidence of record on fair value, exclu. 


sive of working capital, as follows: 


Accrued 
Depre- 
ciation 


Depre- 
ciated 


$57,063 $270,072 
50,789 246,834 
32,731 173,001 
85,378 140,00! 


Undepre- 
ciated 
Reproduction Cost : 

at 1943 prices.. $327,135 
at 1941 prices.. 297,623 
Historical Cost .. 205,822 
Book Cost 225,379 
In the foregoing tabulation repro- 
duction cost excludes going concern 
value but includes cost of financing as 
adjusted. Materials and supplies in 
the amount of $4,171 and cash work- 
ing capital in the amount of $2,500 
will be added to the fair value determi 

nation on the foregoing amounts. 
[15] In determining the fair value 
of respondent’s property, the Commis 
sion must consider the elements of fait 
value under the general rule stated by 
the Pennsylvania superior court in 
Peoples Nat. Gas Co. v. Public Util 
ity Commission (1943) 153 Pa Super 
Ct 475, 51 PUR(NS) 129, 344 
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2d) 375, which emphasized the con- 
ideration to be given reproduction 
gst estimates in rate proceedings. 
[16] In weighing the evidence on 
eproduction cost in this case, it is 
ecessary to consider the quality of 
wich evidence. The engineer who pre- 
red respondent’s estimate on repro- 
tuction cost was in Elizabethtown for 
leven days, including only. four days 
i: the field inventorying plant and be- 
oming acquainted with respondent’s 
physical property. He made little or 
0 physical inspection or check of the 
quantity or condition of respondent’s 
ains, service lines, meters, or other 
items in the distribution system. In- 


entory quantities of the distribution 
bystem were tabulated from office rec- 
rds and respondent’s maps of ques- 
tionable accuracy. To the inventory 

‘prepared on superficial knowledge of 


respondent’s property, Guilday applied 
reproduction spot prices as of Decem- 
ber 31, 1943, under abnormal wartime 
onditions. 

In prior Commission cases, repro- 
duction cost estimates have been based 
on 5-year, 10-year, or 20-year aver- 
age prices. This affords a_ better 
measure of fair value and accords with 
the provision of Art V, § 20 of The 
Public Service Company Law, which 
provision has been carried forward 
into the present Public Utility Law: 
Peoples Nat. Gas Co. v. Public Util- 
ity Commission, supra. From the 
Commission’s general knowledge of 
economic conditions and from its ex- 
perience in all types of rate cases, it 
is apparent that spot prices for pub- 
lic utility construction and likewise 
spot prices for construction of water 
plants have fluctuated widely during 
the past ten to twenty years. It is 
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also apparent that spot prices under 
wartime conditions are apt to be ab- 
normally high. All these factors must 
be considered in evaluating the evi- 
dence of reproduction cost in the de- 
termination of the fair value of re- 
spondent’s property. 

The historical cost includes ap- 
proximately 54 per cent of recorded 
costs actually experienced by respond- 
ent, 46 per cent being respondent’s 
estimated cost. Much of respondent’s 
property was installed in comparative- 
ly recent years, as evidenced by the 
fact that recorded costs increased from 
$82,594 at January 1, 1922, to $225,- 
379 at December 31, 1943. Respond- 
ent’s records indicate approximately 
two-thirds of the property has been in- 
Stalled since January 1, 1922. Such 
historical costs are at prices applicable 
over a period of years and therefore 
avoid abnormal or subnormal prices 
applicable on a specific day or year. 

In regard to book value in this par- 
ticular case, incomplete accounting 
records, apparent unrecorded retire- 
ments, and excessive accrued deprecia- 
tion reserve result in a net book value 
which is worthy of little considera- 
tion as evidence of respondent’s fair 
value. 

Respondent’s estimated reproduc- 
tion cost and historical cost include 
certain mains, service lines, and me- 
ters on which customers were re- 
quired by respondent to pay all or part 
of the cost of construction during the 
early years of respondent’s history. 
The exact number of such instances 
and the total amount of consumers’ 
contributions is not known, but sev- 
eral instances of such policy indicate 
it was at times enforced by the com- 
pany. 
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Considering the evidence submitted 
in this proceeding, including the item 
of going concern value, we find the 
fair value of respondent’s property at 
December 31, 1943, is $225,000 in- 
cluding $4,171 for materials and sup- 
plies and $2,500 for cash working 
capital. 


Operating Expenses 


Operating Expenses Exclusive of 
Taxes and Depreciation 

Respondent submitted Exhibit 12 
which shows anticipated annual oper- 
ating expenses of $9,800 exclusive of 
taxes and depreciation. Witness Guil- 
day discussed the various items of 
operating expense, explaining in- 
creases of such expense over 1943 and 
eliminating certain nonrecurring items 
that were in 1943 expenses. At the 
final hearing respondent submitted 
Exhibit 16 which shows operating 
expenses before taxes and depreciation 
were $4,767.23 for the first six 
months of 1944, and this amount, 
extended to an annual basis would 
produce $9,084.46 for the full year 
1944, 


The Commission accepts respond- 
ent’s statements on operating expenses 
as a basis for its findings and will al- 
low the average of the two exhibits, 
$9,500, as the annual operating ex- 
penses, exclusive of taxes and depre- 
ciation. 


Tases 


Respondent’s Exhibit 12 shows to- 
tal taxes of $6,103 calculated on earn- 
ings from estimated revenues under 
the proposed increased rates. Taxes 
in the amount of $6,103 include the 
following items: 
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Per ; 
Exhibit 12 Adjuste 


State Capital Stock Tax.. 
Federal Capital Stock Tax 
Miscellaneous Taxes 
Social Security Tax 


$762 
213 
6 


$1,181 
648 


Pennsylvania Income Tax 
Federal Income Tax 


Total Taxes 


Respondent’s witness Guilday cal. 
culated Pennsylvania and Federal in. 
come taxes, using depreciation ex. 
pense of $4,004, as calculated by him 
on reproduction cost. Respondent’ 
allowable income tax liability, using 
the depreciation recorded in its tax re 
turns is $584 and $3,841, for Penn. 
sylvania and Federal income taxes, 
respectively. 

The Commission finds respondent's 
total allowable taxes under the pro- 
posed increased rates to be $5,600 per 
year. 

Respondent submitted Exhibit 16 
which shows taxes estimated under 
existing tariff rates to be $3,556.47 
for the year 1944, based on operating 
results for the first six months of 
1944, The exact amount for each 
kind of tax included therein is u- 
known but calculations indicate re- 
spondent’s estimate is approximately 
correct. The Commission therefore 
fixes $3,600 per year as respondent's 
allowable tax expense under existing 
rates. 


Annual Depreciation 

[17] Proper annual depreciation 
expense provides for systematically 
amortizing the cost of property over 
its useful life. 

Respondent submitted Exhibit 6 
which shows annual depreciation of 
$4,004.23, calculated on reproduction 
cost depreciated of $267,690 for phys- 


182 





PENNS 


tional 
who ¢ 
ness ( 
end 1 
The 

Comr 
(194; 
51 P 
statec 
did 1 
plical 
ity r 
the f 
busi 


PENNSYLVANIA PUB. UTIL. COM. v. ELIZABETHTOWN W. CO. 


ical property and overheads. Re- 
“Bpondent subsequently corrected the 
B:mount of $267,690 to $266,072 with- 
out making the corresponding changes 
in Exhibit 6. It is customary for the 
‘Commission to compute annual depre- 
‘Mim ciation on an undepreciated base. Re- 
spondent used a depreciated base and 
we will follow its example since the 
““@ over-all results under either method 
‘Bare not materially different. The 
“MCommission determined respondent’s 
adjusted reproduction cost at 1941 


: 8 prices amounted to $246,834 on which 


respondent’s depreciation method re- 
sults in $3,594.30 for annual deprecia- 
tion expense. 

Respondent’s historical cost depre- 
ciated was determined to be $173,091 
at December 31, 1943. Accepting re- 
spondent’s 4 per cent compound inter- 
est method and respondent’s ages and 
lives, as set forth in Exhibit 6, the 
annual depreciation calculated on de- 
preciated historical cost amounts to 
$2,480 per year. 

The United States Supreme Court 
in the Natural Gas Pipeline Case 
(1942) 315 US 575, 593, 86 L ed 
1037, 42 PUR(NS) 129, 142, 62 S 
Ct 736, stated there was no constitu- 
tional requirement “that the owner 
who embarks in a wasting-asset busi- 
ness of limited life shall receive at the 
end more than he has put into it.” 
The same court in Federal Power 
Commission v. Hope Nat. Gas Co. 
(1944) 320 US 591, 606, 88 L ed 333, 
51 PUR(NS) 193, 202, 64 S Ct 281, 
stated: “The circuit court of appeals 
did not think that that rule was ap- 
plicable here because Hope was a util- 
ity required to continue its service to 
the public and not scheduled to end its 
business on a day certain as was stipu- 
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lated to be true of the Natural Gas 
Pipeline Company. But that disinc- 
tion is quite immaterial. The ulti- 
mate exhaustion of the supply is in- 
evitable in the case of all natural gas 
companies. Moreover, this court rec- 
ognized in Lindheimer v. Illinois Bell 
Teleph. Co., supra,’ the propriety of 
basing annual depreciation on cost.” 
The Pennsylvania superior court in 
the Peoples Natural Gas Case, supra, 
likewise approved the allowance for 
annual depreciation expense based on 
the cost of utility property. 

As stated previously by this Com- 
mission in the Peoples Case in regard 
to annual depreciation expense on any 
basis other than cost, ““We believe that 
no one has the clairvoyance to predict 
that value; and that the fundamental, 
in fact only, purpose of the deprecia- 
tion allowance, is to permit the utility 
to recoup its capital cost over the pe- 
riod when that capital is consumed in 
the public service.” In accordance 
with these principles, the Commission 
finds respondent’s allowable deprecia- 
tion expense is $2,500 per year. 


Operating Revenues 


Respondent’s operating revenues for 
the past five years are shown in Ex- 
hibit 9 as follows: 


$25,168.00 


28,463.41 

27,502.92 

In Exhibit 16 respondent shows op- 
erating revenues of $13,352.72 for the 
first six months of 1944 which amount, 
when doubled, produces the estimated 
operating revenues of $26,705.44 for 





1 (1934) 292 US 151, 78 L ed 1182, 3 PUR 
(NS) 337, 54 S Ct 658. 
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the year 1944. Respondent’s account- 
ing records are kept on a cash basis, 
so recorded revenues for the first six 
months of 1944 include cash collec- 
tions on water consumption during the 
winter quarters. Cash collections dur- 
ing the last half of 1944, on consump- 
tion during spring and summer 
months, would be much more than the 
estimated amount of $13,352.72 that 
is based on collections for consumption 
during the winter months. 

Revenue from one of respondent’s 
large customers, the Crippled Chil- 
dren’s Hospital, was $2,338.80 in 1943 
as compared with $2,828.40 in 1942. 
The reduction of $489.60 in revenue 
from the hospital resulted from its ac- 
tivities being temporarily curtailed. 
Based on the evidence of record, the 
Commission finds respondent’s reve- 
nues under the existing rates would 
amount to $28,000 per year. 

Respondent’s Exhibit 11 shows rev- 
enues under the proposed increased 


Revenues 
Operating Expenses 
Taxes 


Rate of Return on $225,000 fair value 


[18] Respondent submitted no evi- 
dence of record on fair rate of return, 
but based upon the circumstances ex- 
isting in this case, the Commission is 
of the opinion that 6 per cent would be 
a fair rate of return. 

There were no complaints filed or 
objections made to respondent’s Sup- 
plement No. 1 to Tariff Pa. P.U.C. 
No. 6, which withdraws special con- 
tract rates to Eby Painter. This 
change would have a negligible effect 
on respondent’s earnings and there- 
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rates would be $34,011.20 per yea 
calculated on 1942 consumer consum 
tion statistics. Exhibit 12 shows r. 
spondent’s estimated revenues of $33. 
229.64 under the proposed increase 
rates after giving effect to temporarily 
reduced water consumption, principal 
ly at the Crippled Children’s Hospita, 
Respondent’s estimated revenues ip. 
clude no amounts for new consumer, 

The Commission finds that respont. 
ent’s revenues would be $33,500 pe 
year under the proposed increase 
rates. 


Conclusions 


On the basis of findings herein, it 
appears that under the existing rata 
respondent’s rate of return is 5.51 per 
cent on its fair value of $225,000 and 
under the proposed increased rates re. 
spondent’s rate of return would be 7.0/ 
per cent on the same fair value at De 
cember 31, 1943. These calculations 
are as follows: 


Existing Rate 


’ 


Proposed a 
$9,500 

5,600 

2,500 





fore will be permitted to become effec. 
tive. 

Based on the evidence of record ant 
determinations herein, the Commission 
finds the proposed rates and charges 
contained in respondent’s Supplement 
No. 3 to Tariff Pa. P.U.C. No. 4 
would yield a rate of return of 7.07 per 
cent and are unjust, unreasonable, ant 
excessive. Therefore, 

Now, to wit, December 28, 1944, it 
is ordered: 

1. That Supplement No. 1 to Tariff 
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Pa, P.U.C. No. 6 be and is hereby per- 
mitted to become effective December 1, 
1944. 

2. That, within one day of service 
of this order, Elizabethtown Water 
Company file a supplement to its Tariff 
Pa P.U.C. No. 4, canceling Supple- 
ment No. 3 thereto. 

Commissioner Buchanan files a con- 
curring opinion. . 


BUCHANAN, Commissioner, con- 
curring: I concur with the majority 
conclusion that the proposed increase 
in rates of Elizabethtown Water Com- 
pany would be unreasonable and un- 
just to its customers. I do not agree 
with the reasoning by which the ma- 
jority arrived at that conclusion nor 
with certain statements contained in 
the majority order. 

Under § 312 of the Public Utility 
Law, 66 PS § 1152, it is stated “. 
any proceeding upon complaint involv- 
ing any proposed increase in rates, the 
burden of proof to show that the rate 
involved is just and reasonable shall be 
upon the public utility ae 
this section, before the company is in 
position to ask that its rates be in- 
creased it must show that its existing 
rates are unjust and unreasonable. 


On the basis of original cost which 
may approximate book cost when 
purged of the usual engineering write- 
up of $60,000, it gives a figure of 
$225,379.51 and applying the deprecia- 
tion reserve of $85,378.34 gives a de- 
preciated book cost or depreciated orig- 
inal cost of respondent’s property of 
$140,001.17 at December 31, 1943, to 
which should be added $4,171 by way 
of materials or supplies to arrive at a 
trate base of $144,172 which rate base 
at a rate of return of 5 per cent would 
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give an income of $7,208.60 and at 6 
per cent, $8,650.32. So upon the basis 
of present rates there would be an ex- 
cess return of at least $4,000 per an- 
num on the net investment in the prop- 
erty. In other words the meager rec- 
ord before us indicates that what 
should be done with complete pro- 
priety in this case is a reduction in 
rates particularly to the residential cus- 
tomers. 

But I would deny the increase on 
entirely different grounds than that de- 
cided upon by the majority which 
seems to operate on an undepreciated 
original cost rate base. As cited 
above, § 312 of the Public Utility Law 
places the burden upon the public util- 
ity claiming the increase in rates to 
show that the present rates are unjust 
and unreasonable. If we are operating 
under the act of 1913, the old Public 
Service Company Law, as claimed by 
the superior court in its interlocutory 
opinion in the Peoples Natural Gas 
Company Case, the standards estab- 
lished in the 1913 act must be followed 
and those definite standards for rate 
making have been completely ignored 
by the respondent water company. 

It is my opinion that the Commis- 
sion was not established to be the 
target of every conceivable form of 
misinformation, but was established 
for the purpose of receiving clear, con- 
cise, and definite information for rate- 
making purposes. Because of that, 
§ 312 was enacted which placed upon 
the company seeking the increase, the 
burden of giving clear, concise, and 
exact information, peculiarly within its 
knowledge, upon which just and rea- 
sonable rates may be fixed. This the 
respondent has totally failed to do and 
upon such a finding its application for 
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an increase in rates should be denied. ter how high the rate base, no increase 

Furthermore the respondent ac- in rates could be justified. The ma. 
knowledges the weakness of its own jority order is conclusive that the com. 
position in its brief and at the oral ar- pany was right to that extent only, 
gument. It asked the Commission For these and other reasons not 
specifically not to find a rate base, pre- necessary to mention here, I concur jn 
sumably upon the theory that no mat- the denial of the increase. 
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An order of the Commission denying authority to act as a contract carrier, JB Pub! 
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court, under the Uniform Administrative Procedure Act of 1943, in the 
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products for the Shipbuilding Com- 
pany. This company is engaged prin- 
cipally in producing Army and Navy 
cranes and submarines, it is said. 

The Commission found that there 
was not a reasonable need by the Man- 
itowoc concern for Schneider’s services 
and that to grant Schneider the au- 
thority would unduly interfere with the 
common carriers, which’ interference 
is discountenanced by the Motor Ve- 
hicle Act, under tests laid down by the 
Supreme Court. 

We say: The Commission “found.” 
The Commission states its determina- 
tions as “opinion,” not findings. We 
shall, however, accept the Commis- 
sion’s “opinion” as its findings. 

The Uniform Administrative Pro- 
cedure Act passed by the legislature of 
1943 provides, among other things, 
that the court may not reverse the or- 


der of any one of the Commissions 
which is within the purview of the act, 
unless the Commission’s findings were 
unsupported by “substantial” evidence. 
—227.20(d), Statutes. 

This, we believe, is new law as to the 
Public Service Commission of Wis- 


consin. The 1943 act, as we analyze 
its implications, now has placed the 
findings of the Public Service Commis- 
sion upon a plane where they approach 
or even reach the effectiveness which 
is accorded to findings of the Indus- 
trial Commission in workmen’s com- 
pensation cases. (The Industrial 
Commission in these cases is not cov- 
ered by the new Administrative Pro- 
cedure Act.) 

Over the last thirty-three years the 
declared law as to the Industrial Com- 
mission may have wavered at times in 
terminology but the generally accepted 
view is that the commission’s findings 
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are to be sustained unless unsupported 
by “credible” evidence. 

We shall not climb the heights of ju- 
dicial semasiology and seek to dis- 
tinguish “substantial” from “credible.” 
We need not even assume that there is 
a distinction. 

This history, however, of over a 
quarter of a century of interpretation 
of the Industrial Commission law and 
the Public Service Commission or 
Railroad Commission law, with the 
new 1943 statute in juxtaposition, may 
be enlightening as to the attitude 
which the courts must take in the fu- 
ture as to the Public Service Commis- 
sion and which this court should take 
in the present case. 

The law seems clear as to the Pub- 
lic Service Commission and its prede- 
cessor Railroad Commission that, un- 
der the railroad law, the Commission’s 
order was merely “prima facie reason- 
able” (195.06) and that, under the 
Public Utilities law, the Commission’s 
determination might be upset by “clear 
and satisfactory evidence” (196.46). 
This was prior to 1943. Chicago & 
N. W. R. Co. v. Railroad Commission 
(1914) 156 Wis 47, 145 NW 216; 
Wisconsin Teleph. Co. v. Railroad 
Commission, 162 Wis 383, PUR 
1916D 212, 156 NW 614, LRA1916E 
748. 

The law of this state since the begin- 
ning always had afforded to the Indus- 
trial Commission in its findings a 
higher dignity than prima facie—a 
weight which could not be overturned 
even by “clear and satisfactory” evi- 
dence. 

The landmark decision of our su- 
preme court said that the Industrial 
Commission is to be sustained unless 
it acted “without evidence” or made a 
57 PUR(NS) 





WISCONSIN CIRCUIT COURT 


decision contrary to “all” the evidence. 
This was in 1911. Borgnis v. Falk 
Co. 147 Wis 327, 360, 133 NW 209, 
37 LRA(NS) 489. 

This declaration was repeated as 
late as 1937 when the court stated that 
the Commission’s findings are conclu- 
sive if there is ‘‘any’” evidence to sup- 
port them. General Accident Fire & 
Life Assurance Corp. v. Industrial 
Commission (1937) 223 Wis 635, 
645, 271 NW 385. 

The pronuoncement that the find- 
ings of the Industrial Commission are 
to be sustained unless they are with- 
out any evidence, is a great deal differ- 
ent from saying that the Public Serv- 
ice Commission’s order was merely 
prima facie reasonable or that clear 
and satisfactory evidence would upset 
the order. 


There are quite a few Industrial 


Commission decisions where the word 
“final” or “conclusive” may be found. 

These broad expressions in lan- 
guage, however, may be considered as 
giving way to the general rule that 
there must be some credible evidence 
behind the Industrial Commission’s 
findings. Gerue v. Industrial Com- 
mission (1931) 205 Wis 68, 236 NW 
528; Winter v. Industrial Commis- 
sion (1931) 205 Wis 246, 237 NW 
106; Githens v. Industrial Commission 
(1936) 220 Wis 658, 265 NW 662; 
Heineman Lumber Co. v. Industrial 
Commission (1937) 226 Wis 373, 
276 NW 343. 


As an illustration of the effect given 
to the Industrial Commission’s find- 
ings—in the Gerue Case, above cited, 
three physicians testified one way and 
only one physician to the contrary. 
The Commission, however, followed 
the one and the supreme court followed 
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the commission—the finding Dein 


against the clear preponderance gj 
the evidence but with some “credible 
evidence behind it. 

In one case the supreme court re 
ferred to “competent credible” ey 
dence rather than simply “credible 
evidence behind the Industrial Com 
mission’s findings. ; 
trial Commission (1935) 219 Wi 
139, 141, 262 NW 622. 

In 1935 Mr. Chief Justice Rosen 
berry made a historic reconciliation of 
any conflicting expressions of the 
court, in the past or to come in the 
future, in Industrial Commission 
cases when he stated: “While the 
language relating to the quantum o 
evidence varies somewhat, the terms 
used, such as ‘credible evidence,’ ‘some 
evidence’ and ‘evidence’ are practically, 
as used, synonymous.” This set at 
ease what divergence may have been 
and was to come in the words em- 
ployed to describe the effectiveness of 
the Industrial Commission’s findings. 

It is obvious, however, that to sus- 
tain the Industrial Commission’s find- 
ings unless unsupported by credible 
evidence, was a more liberal view than 
that demanded by the statutes before 
1943 as to the Public Service Com- 
mission, which view was that the Pub- 
lic Service Commission’s order was 


merely prima facie valid and that its § 


determination might be overturned by 
clear and satisfactory evidence. 
Then in 1939 the supreme court of 
Wisconsin in an Industrial Commis- 
sion case placed that commission upon 
a parity with the Public Service Com- 
mission under the new Uniform Ad- 
ministrative Procedure Act. In Jas- 
person v. Industrial Commission 
(1939) 231 Wis 142, 285 NW 391, 
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the court would not set aside the com- 
Mnission’s findings as unsupported by 
‘substantial” evidence. Our supreme 
ourt (p. 146) referred to this as the 
requirement of the rule of the United 
States Supreme Court in Consolidated 
Edison Co. v. National Labor Rela- 
tions Board (1938) 305 US 197, 83 
Led 126, 26 PUR(NS) 161, 59S Ct 
206. 
Subsequently (1940), our supreme 
court declared emphatically in an In- 
dustrial Commission case: ‘“The find- 
ings must be supported by substantial 
evidence.” (Our italics) State 
Y.M.C.A. v. Industrial Commission, 
235 Wis 161, 164, 292 NW 324 
Thus, by these recent decisions of 
the supreme court of our state as to the 
Industrial Commission and by virtue 
of the Uniform Administrative Pro- 
cedure Act as to the Public Service 


Commission, the findings of the two 
commissions are now on a par—which, 


in our judgment, was not true before 
1943. 


Incidentally, as to the Wisconsin 
Employment Relations Board, the su- 
preme court of Wisconsin in 1939 ap- 
plied the “substantial”? evidence rule. 
The statute—111.07 (7)—calls for 
“credible and competent evidence.” 
Folding Furniture Works v. Wiscon- 
sin Labor Relations Board (1939) 232 
# Wis 170, 189, 286 NW 875. Our su- 
@ preme court here again refers to the 
decision of the United States Supreme 
Court in the Consolidated Edison 
Case, supra. 


Since 1940, the supreme court in 
divers Industrial Commission cases has 
continued to use the term “credible” 
evidence, e.g.: Woedside School Dis- 
trict v. Industrial Commission (1942) 
241 Wis 469, 472, 6 NW(2d) 182; 
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Moen v. Industrial Commission 
(1943) 242 Wis 337, 345, 8 NW (2d) 
368; Beem v. Industrial Commission 
(1943) 244 Wis 334, 341, 12 NW 
(2d) 42. 

We cannot avoid the conclusion that 
the terms “credible” and “substantial” 
are now being used interchangeably. 
And this must be true, if ‘substantial’ 
is a “requirement” of the Federal rule, 
and if the evidence must be substantial, 
which is the language of our court in 
the Jasperson and State Y.M.C.A. 
Cases, respectively, supra. 

The issue before us then becomes, 
not whether the Public Service Com- 
mission was right or wrong in denying 
Schneider a license to transport for 
Manitowoc Shipbuilding Company— 
not whether appellants have shown by 
“clear and satisfactory’ evidence that 
the Commission’s order was unreason- 
able, which was the old law—but: 
Is there substantial evidence to sup- 
port the salient findings which underlie 
the basic determination that Schneid- 
er’s proposed operation for the Man- 
itowoc Company “has not been shown 
to be in the public interest or required 
by convenience and_ necessity”? 
(Commission’s Order Denying Appli- 
cation, April 25, 1944, p. 6.) 

The supreme court of Wisconsin 
has laid down the criteria of “con- 
venience and necessity” in the contract 
carrier cases. 

ae! If there is a reasonable 
need apparent for the use of the serv- 
ice, and if the common carrier is not 
unduly interfered with nor the public 
highways unduly burdened, a case of 
convenience and necessity exists.” 
United Parcel Service of Milwaukee 
v. Public Service Commission (1942) 
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240 Wis 603, 613, 614, 44 PUR(NS) 
438, 4 NW(2d) 138. 

The Commission concluded in the 
instant case that “the proposed opera- 
tion would interfere unduly with exist- 
ing common carrier service and that 
there is not a reasonable need apparent 
for said operation in so far as such 
operation is not a bona fide emergency 
service.” (Commission’s Order 
Denying Application, April 25, 1944, 
p. 6.) 

We cannot say that these determina- 
tions by the Commission are “‘unsup- 
ported by substantial evidence.” 

We will say, however, that if the 
Commission had found the other way, 
we would have affirmed it with equal if 
not greater alacrity. Such would have 
been our duty under the law. 

We believe that there is more record 
evidence against the Commission’s 
position than for it. We cannot be 
governed, however, by the greater 
quantity of evidence, so long as ‘“‘sub- 
stantial” evidence exists to back up 
the Commission’s conclusion. 

As Mr. Chief Justice Rosenberry 
stated in the historic Hills Case (Hills 
Dry Goods Co. v. Industrial Commis- 
sion [1935] 217 Wis 76, 85, 86, 258 
NW 336) : 

“Tf the commission finds against the 
great weight and clear preponderance 
of the evidence, or if it finds upon a 
given state of the evidence one way in 
one case and another way in another 
case, there being the requisite min- 
imum evidence in each case, the mat- 
ter is beyond the jurisdiction of this 
court.” 

This is a case of “Our commission, 
may she always be right, but—right or 
wrong—our commission.” 

The supreme court indeed has stated 
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in an Industrial Commission case that 
it would support the commission, even 
though the court would have decided 
the case the other way, if it had been 
sitting as the commission. Milwau. 
kee Coke & Gas Co. v. Industrial Com. 
mission (1915) 160 Wis 247, 251, 
151 NW 245: 

“It is not improper to say that if we 
were the judges of the facts we should 
reach a different conclusion from that 
reached by the Commission ; but we do 
not judge the facts ; we must affirm un- 
less we can say that there was no sub- 
stantial, credible evidence in support 
of the Commission’s findings, and this 
we cannot say.” 

We say in passing that it is reveal- 
ing that as far back as 1915 in this 
Milwaukee Coke & Gas Case the su- 
preme court spoke of “substantial, 
credible evidence.” 

The primary factors in the present 
case before the Commission, as noted, 
were (1) whether Schneider’s pro- 
posed operation “would interfere un- 
duly with existing common carrier 
service’ and (2) whether there was “a 
reasonable need apparent for said op- 
eration.” 

As to whether the proposed contract 
carrier operation “would interfere un- 
duly with existing common carrier 
service,” there is evidence and infer- 
ence which would lead to a determina- 
tion or prognosis either way. 

“Unduly” is an elastic term. Un- 
questionably interference would exist, 
in greater or less degree. 

Appellants offer detailed data to 
show that the effect on the common 
carriers business as a whole, would 
not be disastrous. The figures are con- 
vincing on this proposition. 

That the interference might still be 
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said to be undue, however, may be in- 
ferred, for example, from the follow- 
ing comparison of traffic (in pounds) 


e that 
» even 
cided 






| been fg hauled for the Shipbuilding Company 
lwau. ff by Schneider and by all common car- 
Com. @ riers combined, in a 3-month period. 









251, All Common 
Schneider Carriers 
if March, 1944........ 916,930 629,956 
We Bh april, 1944........ 931,843 500,239 
hould May,  1944....... 1,000,862 516,822 
that f This division to Schneider—prac- 





tically two-thirds—is no mere trifle. 

Naturally, also, it is obvious that to 
the extent that Schneider gains traf- 
fic. the common carriers will lose it. 
This is only saying that the whole is 
no greater than the sum total of its 
parts. 

Motor Transport Company, one of 

























Su- @ the common carriers, averaged nine 
tial, B round trip services a day for the Ship- 
building Company and the public at 
sent @ Manitowoc during January, 1944. 
ted, B This is substantial carriage and to 
t0- @ have such a volume shrink appreciably 
un- & would constitute a real loss. 
4 Just how much the common carriers 
+2 & would lose—how severe the interfer- 
Op- B ence would be—necessarily must re- 
main in the realm of speculation, ex- 
act @ cept as past figures (e. g., May, 1944) 
in- @ may offer foundation for a reasonable 
ler @ prediction. 
et Upon the question of the “reason- 
la @ able need” for Schneider’s operation— 
superficially, at least, it would seem 
4 that a determination could go either 
S ’ 


way. 

Officials of the Shipbuilding Com- 
pany were quite firm in demanding 
Schneider’s service and in asserting 
that his service (which the company 
had enjoyed under his temporary per- 
mit) was superior to the common car- 
tier service. They claimed certain 
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advantages in fast hauling, readiness 
of service, less loss and damage to 
parts. 

On the other hand, no instance 
seems to be cited in the 416 pages of 
testimony where the company request- 
ed specific service of a common carri- 
er and it was not furnished. Com- 
plaints of the cormmon carriers’ service 
had been virtually nonexistent. And 
the principal witness asking for a 
change—namely, the company’s new 
traffic manager—was in the unusual 
position of professing a preference for 
Schneider’s 3-day a week service as 
against the common carriers’ daily 
service. 

The Commission commented (Com- 
mission’s Order Denying Application, 
April 25, 1944, p. 6): 

“The attitude of the witness repre- 
senting the Manitowoc Shipbuilding 
Company was definitely antagonistic 
to the common carriers and indicated 
a lack of codperation with them detri- 
mental to the most efficient utilization 
of their service to meet the needs of 
the company.” 

It may be persuasive, if not strictly 
»robative, that the Manitowoc Com- 
pany was awarded—for excellence— 
the highly prized and surely well de- 
served Navy “E,” while operating 
with common carrier service. 

The company logically may main- 
tain, no doubt, that it might have done 
still better with both common and con- 
tract service. 

We are willing to say that—taking 
this complete and voluminous record— 
there would appear to us a case made 
out of “reasonable need’’ for the new 
service. That is, the desirability, at 
least, of this catch-as-catch-can serv- 
ice which a contract carrier could pro- 
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vide, would appear plain. Not being 
on a regular route, he could stop and 
go at will. He could stop and wait 
and go on again, company officials 
stressed these points of merit. They 
are self-evident to us. 

We cannot, however, throw out the 
Commission’s view on “reasonable 
need” and put in our own. 

Moreover, this ability of the con- 
tract carrier to stop, wait, go, detour, 
be on tap at all times—would seem to 
be something that is almost inherent 
in any contract carriage. 

We should interject that denying 
the license to Schneider does not pre- 
vent emergency hauls. There is no 
occasion for the company to be caught 
flat, without transportation facilities, 
in an emergency. 


The Commission recognizes the 


need of utilizing any type of licensed 


carrier—Schneider or other contract 
carrier—in an emergency. The Com- 
mission indicated in its Order Deny- 
ing Application, April 25, 1944, pp. 

“. . . Acontract carrier holds au- 
thority under § 194.34(4), Statutes, 
to make an emergency haul without 
specific authority from this Commis- 
sion. If a real emergency exists, the 
applicant or any other contract carrier 
has statutory authority to meet the 
need.” 

We conclude that the Commission’s 
determinations are not “unsupported 
by substantial evidence’ and hence 
that the requirement of 227.20(1) (d) 
of the new appeal statute is satisfied. 

There being “substantial evidence,” 
we find nothing in this record upon 
which to predicate an indictment that 
the Commission’s disposition of this 
case was “arbitrary or capricious,” 


within the condemnation of 227.20(1) 
(e). 

Appellants object to certain infor- 
mation, not of record, which may be 
deemed to have been considered by the 
Commission. We feel that such in- 
formation, if considered, was not essen- 
tial to the Commission’s decision and 
not vital to our own. 

Counsel for the Public Service Com- 
mission submits a final matter in his 
brief (pp. 4, 5) as follows: 

“We submit . . . that the matters § 
of fact to which these findings pertain 
are matters beyond the ken of the or- 
dinary lay mind ; and thus the processes } 
of the courts would be inadequate and 
insufficient to deal with the problems 
involved .’ (Our italics. ) 

And again from the Commission’s 
counsel (p. 7): 

“Certainly this court should be ex- 
tremely chary in judging the merits 
of this case upon the sole basis of its 
own limited experience with the trans- 
portation problems with which the 
Commission has had to deal in a mul- 
titude of cases. .” (Our italics.) § 

These remarks, though not most 
flattering to the court, may yet breathe 
their scintilla of truth!! Chicago & N. 
W. R. Co. v. Railroad Commission 
(1914) 156 Wis 47, 56, 145 NW 216. 

Section 227.20(2), statutes: “Up- § 
on such review due weight shal! be 
accorded the experience, technical 
competence, and specialized knowledge 
of the agency involved. Figg 

The Commission’s order should be 
affirmed. 

It is so ordered. 

The attorney general may prepare 
and submit to opposing counsel the 
judgment. 
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Above: Secondary side of core and coil assembly of 
ao 200 KVA, 3 phase/2 phase, 60 cycle Kuhlman Dry 
Type Transformer showing bus bars for low voltage, 
2 phase, secondary connections. 

Right: Complete assembly of same transformer 
built especially for use with Detroit Rocking Electric 
Melting Furnaces. This unit is equipped for manual 
tap changing under load Note the convenient hand 
wheels with position indicators for this purpose. 

Write for further information. Other Kuhlman 
products include Power and Distribution transformers 
of Saf-T-Kuhl, C.S.P and O.1.S.C. types and Detroit 
Electric Melting Furnaces. 


ELECTRIC COMPANY ec BAY CITY, MICHIGAN 
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Kuhlman Dry Type Transformers 


From its sturdy steel frame to its unique coil construc- 
tion, a Kuhlman Dry Type Transformer is built to easily 
withstand the stress and strain of constant heavy 
loads. Heavy steel angle-iron frame braces the entire 
unit against vibration and distortion. Glass insulated 
magnet wire insures temperature rise protection. 
Large and numerous air ducts give proper radiating 
efficiency. Heavy-gauge steel case effectively encloses 
operating parts as well as strengthens the unit. 
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Industrial Progress 


2 Selected information about products, supplies and 


services offered 


by manufacturers. Also announce- 


ments of new literature and changes in personnel. 


Airtight Door with Blow-out 
Panel Developed by Kinnear 


A VARIATION in door design is to be found 
in the airtight vertical lift door recently 
developed and built by the Kinnear Manufac- 
turing Company of Columbus, Ohio, for the 
unconventional power plant laboratory of the 
Air Technical Service Command, Wright 
Field, Dayton, Ohio. Although its basic prin- 
ciple of operation is similar to the various 
rolling or upward opening types of Kinnear 
doors, it incorporates many unusual features 
that have a practical value for numerous ap- 


plications where a special type of door is , 


desirable. 

It is spring counterbalanced (no weights 
required) and motor operated. Airtightness, 
when the door is closed, is accomplished by 
means of air-inflated rubber tubes. Inflation 
of these sealing tubes is controlled by valves 
working in conjunction with the motor op- 
erating mechanism, which is in turn controlled 
by conveniently located, properly labeled push 
buttons. 

Although the door can be raised or lowered 
for regular service purposes without putting 
the air-sealing mechanism into operation, the 
mechanism is so interlocked that should the 
door be closed and sealed, the motor operator 
will not start the door upward until the air 
seals have been automatically deflated. 

To lower the door from the raised position 
and seal it airtight, all that is necessary is to 
depress a push button marked “close” then 
when door is closed momentarily depress but- 
ton marked “pressure.” 

In view of its heavy duty construction and 
airtightness, to add a safeguard against any 
possible explosion inside the building, the door 
is provided with a blow-out panel that will let 
loose or blow outward in case of slightest gas 
explosicn, thus relieving inside pressure. 


Robertshaw Division Manager 
Appointed 


AS part of its broad postwar program for 
expansion and product development, 
John A. Robertshaw, president of the Robert- 
shaw Thermostat Company, announces the ap- 
pointment of W. D. Crouch as general man- 
ager of the commercial and industrial division 
of that company. He will make his headquar- 
ters at the main office at Youngwood, Penn- 
sylvania, 

Mr. Crouch has been associated with the 
Robertshaw Thermostat Company since 1918 
and is one of the pioneers in the thermostat 
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field. He is a recognized authority on the sub- 
ject of temperature control. His new assign- 
ment will include the supervision of advertis- 
ing and sales promotion in the commercial field 
and the preparation of manuals and educational 
activities for utility and dealer sales and serv- 
ice men. 

Joseph L. Gabris, formerly of the St. Louis 
division of the Robertshaw Thermostat Com- 
pany, has been appointed district manager with 
headquarters at 30 Church street, New York. 
He will be in charge of sales of domestic as 
well as commercial and industrial thermostats 
in the eastern district. 


“Multi-purpose” Elevating 
Ladder Tower Offered 


A NEW, low-cost “multi-purpose” elevating 
ladder tower, designed for faster, safer 
work under any difficult condition, has been 
announced by the Universal Fittings & Scaf- 
folding Company. This new tower is elevated 
and extended by a single hand-operated winch, 
and is self-locking at any extended height. It 
has a 360° turning radius—for manual or au- 
tomatic operation, and has a variable inclina- 
tion from 45° to 75° 

According to the manufacturer, the Univer- 
sal “multi-purpose” elevating ladder tower has 
endless applications in public utilities, indus- 
trial plants, fire departments, etc. It may be 
mounted on a truck, trailer, or any other 
vehicle. 

Full details may be obtained from Universal 
Fittings & Scaffolding Company, Zelienople, 
Pennsylvania. 


Radiant Heating Booklet Issued 


ree As house heating costs covering two heat- 
ing seasons for five homes in a Penn- 
sylvania housing development are featured in 
a 16-page consumer booklet issued for pros- 
pective home builders in the postwar period, 
by A. M. Byers Company, Pittsburgh. 

The new booklet, entitled “How to Choose 
a Heating System for Your New Home,” 
shows in chart form a case study of the nat- 
ural gas consumption for these five residences 





“MASTER*LIGHTS” 

© Portable Battery Hand Lights. 
© Repair Car Roof Searchlights. 
© Hospital Emergency Lights. 


CARPENTER MFG. CO. 
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Why dig through a 
PILE 
of Catalogs? 


Find the 
Fitting 
you need, 
quickly— 


in the COMPLETE line 


If you have a Penn-Union Catalog, you 
can instantly find practically every good 
type of conductor fitting. These few 
can only suggest the variety: 


Universal Clamps to take a 
large egy 8: of conductor sizes; 
with 1, 2, 3, 4 or more bolts. 


PPPOE RAT LTIR 


L-M Elbows, with compression units 

giving a dependable grip on both con- 

ductors. Also Straight Connectors and 
Tees with same con- 
tact units. 
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Bus Bar Clamps for installa- 
tion without drilling bus. Single 
and multiple. Also bus sup- 
ports—various types. 
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Clamp Type Straight Connectors 
and Reducers, Elbows, Tees, Ter- 
minals, Stud Connectors, etc. 


Jack-Knife connectors for simple 
and easy disconnection of mo- 
tor leads, etc. Spring action— 
self locking. 


Vi-Tite Terminals for quick 
installation and easy taping. 
Also sleeve type _ terminals, 
screw type, shrink fit, etc. etc. 


= Ga 


Splicing Sleeves, Figure 8 and Oval, seamless tub- 
ing—also split tinned sleeves. High conductivity 
copper; close dimensions. 

Preferred by the largest utilities and 
electrical manufacturers—because they 
have found that “Penn-Union” on a fit- 
ting is their best guarantee of Dependa- 
bility. Write for Catalog. 


PENN-UNION “ELECTRIC CORPORATION 
ERIE, PA. Sold by Leading Jobbers 


PENN- TICLE 


CONDUC TOR FITTINGS 





which have from 7,400 to 15,700 cubic feet of 
heated space. All of the homes have rock woo! 
ceiling insulation, and two of the radiant heat. 
ed residences have insulated walls. 

The 1942-43 heating season fuel bills, ac. 
cording to the booklet, ranged from $85.26 for 
a small home to $1 18.90 for the largest resi. 
dence. The natural gas consumption for las 
year’s heating season was slightly less. 

he new Byers booklet also cites the in. 
stallation of several radiant heating systems 
with gas fired boilers, showing prospective 
home builders that this method of heat dis. 
tribution may be installed for between 6.5 per 
cent and 9.6 per cent of the total cost of the 
new home. 

Home builders of the future may gain 
through the descriptions and illustrations of 
this new booklet a variety of factual informa- 
tion concerning radiant heating installations jn 
city, suburban, and farm dwellings. 

Advantages claimed for this type of resi- 
dential heating include: greater cleanliness, 
even temperatures, economical operating 
costs, and a greater flexibility in room design 
and decoration through the absence of radia- 
tors or registers. 


New Elliott Appointments 


H S. PAHREN has been appointed plant 

manager, Ridgway division, Elliott 
Company, according to announcement. by 
Grant B. Shipley, president. 

Mr. Pahren, who joined Elliott Company i in 
1928 after attending the University of Cin- 
cinnati, was connected with the Kansas City, 
Omaha, Tulsa, and St. Louis offices of the 
company before becoming sales manager of 
the Ridgway division in 1941, 

F, E. Millan’s appointment as sales man- 
ager of Elliott Company’s Ridgway division 
is announced by F. W. Dohring, general sales 
manager. A graduate from Cornell Univer- 
sity with a degree in electrical engineering, 
Mr. Millan took Elliott’s apprentice course 
in 1928 and was assigned to the Detroit of- 
fice as field engineer. In 1942 he was as- 
signed to market research on the company’s 
electrical equipment, and became director of 
exports in 1944, 


Lighting Products Booklet 


A NEW lighting products booklet contain- 
ing information for industrial and com- 
mercial users of lighting is available from 
Sylvania Electric Products Inc., 60 Boston 
street, Salem, Massachusetts, on request. The 
booklet contains comprehensive information 


, (Continued on page 38) 





DICKE TOOL COMPANY 
DOWNERS GROVE, ILL. 
Manufacturers of 
Pole Line Construction Tools 
They’re Built for Hard Work 
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USINESS SYSTEMS 
HELP MEET THE LABOR SHORTAGE 


The shortage of .ypists and other office help is 
being met successfully through the use of Egry 
Business Systems. 














EGRY CONTINUOUS Forms increase the output 
of operators by 50% and more because they elimi- 
nate many time-consuming operations. Furnished 
with or without interleaved one-time carbons. 


EGRY SPEED-FEED may be attached to any stand- 
Bd rag OS 
ator—makes one machine do the cock of ~ ing Whether your recor ds are 
written on the typewriter, 
billing machine, or by hand, 
there is an Egry System for every 
departmental activity. Egry Busi- 
ness Systems save time, money 
sl ndweiten records. Assutes conto pened and materials, and afford com- 
plete control over every recorded 
transaction. To fully appreciate 
their usefulness, you should see 
them in action right in your own 
office. Free demonstrations may 
be arranged at your convenience. 
Complete information on re- 
(oc Speed wring il Boginess records, Individual quest. There is no cost or obli- 
ALLSETS are ready for immediate use either over gation. Addr ess Dept. F- 412. 
the typewriter or when written by hand. 
THE EGRY REGISTER COMPANY . Dayton, Ohio 
EGRY CONTINUOUS FORMS LIMITED, King and Dufferin Sts., Toronto, Ontario, Canada. 
Egry maintains sales agencies in all principal cities. 
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Check these important features 


Circular Coils High Short-time 
Overload Capacity 

Built-up Core 

Laminations Coordinated 
Insulation 

Heavy Gauge Tank 

and Tubes Rugged, Wet-process 

(Tested with oil Porcelain Bushings 

under pressure) (No cement used) 


Fotos 
ag 
ee @ TRANSFORMER COMPANY 


808 RIDGE AVENUE, N. S., PITTSBURGH 12, PA. 
t 
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Core, cover assembly. Note 
accessibility of of sualekitee tap 
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INDUSTRIAL PROGRESS—( Continued) 





about industrial, commercial, portable, and in- 
spection type of fluorescent fixtures; fluores- 
cent lamps; starters; and lamp holders. In- 
candescent types listed include daylight 
lamps; large wattage lamps; vibration and 
rough service lamps; 3-light lamps; floodlight 
and spotlight lamps; tubular lamps; lumline 
lamps; sign and decorative lamps; and those 
for 6-, 12-, and 30-volt service. 


Thomas Machine Launches 
Sales and Service Program 


| apg a greatly expanded sales and 
service program, Thomas Machine Man- 
ufacturing Company, Pittsburgh, has an- 
nounced the appointment of sales agencies in 
16 major cities to handle Thomas equipment 
for all of the United States east of the Mis- 
sissippi river. 

Similar agencies for territory west of the 
Mississippi will be announced shortly. 

The purpose of the program is to provide 
complete distribution for Thomas equipment, 
and eventually service for machinery after in- 
stallation, in all important industrial areas, 
George P. Thomas, president of the company, 
states. Expansion of business beyond present 
company facilities for direct sales influenced 
the move. 


J-M Makes Plans for Employing 
Returning Veterans 


PPOINTMENT of veteran advisors at all 
Johns-Manville mines, plants, and of- 
fices to assure individual and personal atten- 
tion to all returning war veterans in the ad- 
ministration of a comprehensive program for 
their reémployment is announced in an article 
in J-M News Pictorial, semimonthly maga- 
zine recently distributed to employees. 

The J-M plan is designed to carry out the 
reémployment of returning veterans in a way 
which will assure fairness to them, the com- 
_pany, and the present civilian employee. 

An important part of the plan provides for 
determining whether the veteran has acquired 
additional training, skill, or experience quali- 
fying him for a better job than he formerly 
held or whether he wishes to return to his 
old job. 

Jobs for disabled veterans will be picked 
from special lists of suitable jobs maintained 
at all the company’s locations. If no suitable 
job is available the company will make every 
effort to create one, or, failing this, to place 
the veteran elsewhere in the company or with 
some other employer. 

A comprehensive manual has been compiled 
for veteran advisors, and other persons con- 
cerned with employment, containing state- 
ments of basic and detailed policies, plans, and 
procedures, together with laws pertaining to 
veteran reémployment, data on government 
and J-M benefits for veterans, and other ma- 
terial. Much of the plan, the article states, 
stems from the contact which has been main- 
tained between the company and service em- 
ployees through letters, etc. , 

As a further step in the development of the 


veteran reémployment program, Lewis H. 
Brown, president, has written to former em- 
ployees now in military service asking for 
general information with regard to personal 
desires, intentions, and opinions which will be 
helpful to the company in its future relations 
with returning veterans. 


Chevrolet Names Zone Managers 


PPOINTMENT of 12 zone managers as 
part of a reorganization program for its 
wholesale department is announced by Wil- 
liam E. Holier, general sales manager of Chey- 
rolet Motor Division of General Motors Cor- 
poration. 

All of the zone manager appointees assume 
greater responsibilities. Three of them for- 
merly were city sales managers, now promoted 
to zone duties, and four were central office 
departmental executives. 


In making the announcement, Mr. Holler ’ 


said that these appointments are in conform- 
ance with Chevrolet’s policy of constantly im- 
proving and strengthening sales, service, and 
replacement parts operations. 


DC Varnishes Described 


A BOOKLET entitled “DC Varnishes,” which 
describes the properties of DC 993 var- 
nish and outlines the recommended procedures 
in applying this product to the insulation of 
electrical equipment has just been published by 
Dow Corning Corporation. 

Because of their inorganic’ skeleton, Dow 
Corning silicone varnishes and resins are nat- 
ural complements to inorganic insulating ma- 
terials, according to the manufacturer. .To- 
gether they form an entirely new class of 
electrical insulation remarkable for its heat 
and moisture resistance. This new class of 
silicone insulation has accomplished, it is 
claimed, what is probably the most revolu- 
tionary improvement in electrical insulation 
since the first motor was built. : 

Inquiries may be addressed to O. D. Bless- 
ing, sales manager for Dow Corning Corpora- 
tion, P. O. Box 592, Midland, Michigan. 


G-E Sales Manager Appointed 


HERMAN GARSON was appointed sales 
e manager of General Electric’s appli- 
ance distributing branch in Philadelphia, J. A. 
Rafferty, branch manager, has. announced. 
Mr. Garson began his G-E association in 
1930 when he became retail refrigerator sales- 
man for the company’s Philadelphia distribu- 
tor. In 1934 he was appointed sales counselor 
in the wholesale department where he re- 
mained until February, 1942, when he leit to 
join the staff of the Philadelphia Ordnance 
District. For three years before the war he 
was on the advisory staff of the Sales Coun- 
selor’s Club, a national G-E organization. _ 
The Philadelphia branch is responsible for 
the wholesale distribution of the following 
products: G-E household _ refrigerators, 
ranges, water heaters, home laundry equip- 
ment, dishwashers, disposalls, and kitchen 
cabinet equipment. 
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“EARLY IN 1944 the Freelandville Imple- 
ment Company sold us three International 
KR-11’s for our strip mine at Edwards- 
port,” reports John Kerzan, Manager, 
Edwardsport Fuel and Supply— Division 
of Public Service Company of Indiana, Inc. 


“Formerly we operated seven smaller 
units to do the work. The KR-11’s aver- 
age 36 trips each day from the tipple to 
the shovel and return, and haul payloads 
from 1314 to 17 tons. Their gross weight 
loaded ranges from 47,000 to 55,000 
pounds. Two of the units pull drop-bottom coal 


cars and each moves approximately 500 tons 
per day. : 


“These trucks spend considerable time with 
the motor running idle, both while loading in 
the pit and unloading at the tipple, but still 
average 31/2 miles per gallon.” 


“We are very proud to own these trucks. Our 


NEW TRUCKS—The govern- 
ment has authorized the man- 
ufacture of a limited quantity 
of International trucks for es- 
sential civilian hauling. See 
your. International Dealer or 
Branch for valuable help in 
making out your application. 


only regret is that we did not purchase them 
earlier so that we might have had the benefit of 
the reduced operating cost for a longer period.” 
ec 
INTERNATIONAL HARVESTER COMPANY “ 


180 North Michigan Avenue Chicago 1, lilinois 


NTERNATIONAL 7Zrucks 
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Gates—Intake, Sluiceway and Spillway 
Hydraulic Turbines—Francis and Propeller Types 
Rack Rakes 


Trash Racks 
Valves—Pipe Line and Penstock 


NEWPORT NEWS SHIPBUILDING 
AND DRY DOCK COMPANY 


NEWPORT NEWS, VIRGINIA 
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APACITY-650,000 lb. Steam per hour 
Shop view of large surface condenser for central 


station service. The completed unit will weigh 


780,000 Ibs. and contain 48!/, miles of tubing. 


STER WHEELER CORPORATION @ 165 BROADWAY, NEW YORK 6, N. Y. 


W FOSTER WHEELER W 
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Climatic ‘conditions, under which various communi- 
cations equipments are operated, vary from the 
sub-zero temperatures of the northernmost climates 
to the tropical temperatures encountered at the 


equator. Conditions of humidity cover the extreme 
range; from the dry arid regions of the many 


deserts, to the almost 100% humidity in tropical 


and sub-tropical atolls. 


It has been the problem of Sangamo engineers to 
design and produce capacitors that perform faith- 
fully under these varying conditions, and so assure 
vitally needed communications at all times. 


The wide variety of capacitors illustrated insures 


the availability of the proper unit for almost any 


mica capacitor requirement. 


SANGAMO ELECTRIC 


COMPANY 
SPRINGFIELD, ILLINOIS 
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PROFESSIONAL DIRECTORY 


® This Directory is reserved for engineers, accountants, rate experts, consultants, and 
others equipped to serve utilities in all matters relating to rate questions, appraisals, 
valuations, special reports, investigations, design, and construction. » » > 





Tue AMERICAN A PpPRAISAL Company 
INVESTIGATIONS, APPRAISALS AND STUDIES 
for 
ACCOUNTING AND REGULATORY REQUIREMENTS 


NEW YORK WASHINGTON CHICAGO . MILWAUKEE SAN FRANCISCU 
and other principal cities 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 EAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 








peice Fi ord, Bacon & Davis, ANC. RATE CASES 


CONSTRUCTION APPRAISALS 


Engineers 
VALUATIONS AND REPORTS 
NEW YORK PHILADELPHIA WASHINGTON CHICAGO 








GILBERT ASSOCIATES. Inc. 


ENGINEERS SPECIALISTS 

Steam, Electric, Gas, Hydro, POWER ENGINEERING SINCE 1906 Purchasing and Expediting. 
Designs and Construction, Serving Utilities and Industrials Rates, Research, Reports, 
Operating Bertterments, Personnel Relations, 
Inspections and Surveys, Reading, Pa. Original Cost Accounting, 
Feed Water Treatment. Washington New York Accident Prevention, 














FREDERIC R. HARRIS, INC. 
Engineers Constructors Management 
Reports Appraisals Valuations 

NEW YORK 


Knoxville San Francisco Houston 
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LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 


Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 








J. H. MANNING & COMPANY 


120 Broadway, New York 
ENGINEERS 


Business Studies Purchase—Sales Valuations 
New Projects Management Reorganizations 
Consulting Engineering Mergers 

Public Utility Affairs including Integration 








PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 








SANDERSON & PORTER 
ENGINEERS AND. CONSTRUCTORS 
Design and Construction of Industrials 
and Public Utilities. 
Reports and Appraisals in Connection 


With Management Problems, Financing, Reorganization. 
Chicago New York San Francisco 











Sargent & Lundy 
ENGINEERS 
Steam and Electrie Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervisioe 
Chicago 











STONE & WEBSTER ENGINEERING CORPORATION 


_ DESIGN AND CONSTRUCTION 
REPORTS * CONSULTING ENGINEERING ° APPRAISALS 


BOSTON « NEWYORK e CHICAGO © HOUSTON e¢ PITTSBURGH 
SAN FRANCISCO e LOS ANGELES 
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80 BROAD STREET 


The J.G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


NEW YORK 4. N. Y. 








ALBRIGHT & FRIEL, INC. 
Cc Iting Engi s 
Water, Sewage and Industrial Waste Problems 
Airfields, Refuse Incinerators & Power Plants 
Industrial Buildings 
City Planning Reports 
Laboratory 


1520 Locust Street 





Valuations 


Philadelphia 2 


JACKSON & MORELAND 
ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
OESIGN AND SUPERVISION VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 








BARKER & WHEELER, ENGINEERS 


DESIGNS AND CONSTRUCTION — OPERATING 
BETTERMENTS — COMPLETE OFFICE SYSTEMS — 
MANAGEMENT — APPRAISALS — RATES 


11 PARK PLACE, NEW YORK CITY 
36 STATE STREET, ALBANY, N. Y. 








JENSEN, BOWEN & FARRELL 


Engineers 


Ann .Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 











BLACK & VEATCH 


CONSULTING ENGINEERS 


Appraisals, investigations and re- 
ports, design and supervision of coa- 
struction of Public Utility Properties 


4706 BROADWAY KANSAS CITY, MO. 





LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSatie St., Cxicaco 








EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK. OHIO 
PENNSYLVANIA. WEST VIRGINIA. KENTUCKY 
Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building Indianapolis, Ind. 


A. S. SCHULMAN ELEctric Co. 
Contractors 


TRANSMISSION LINES—UNDERGROUND DIsTRI- 
BUTION — Power STATION — INDUSTRIAL — 
CoMMERCIAL INSTALLATIONS 


537 SoutH DgargorN St. CHicaco 








W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 





J. W. WOPAT 


Consulting Engineer 


Construction—Supervision 
Appraisals—Financial 
Rate Investigations 
1850 McCormick Bldg., South Michigan Ave. 
Chicago, Illinois 
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hese 5 advantages of 
TRANSITE DUCTS 
ssure low maintenance 


hanently smooth bore...long cable 
dreplacements are made easy. Danger 
ge to cables is minimized. 


y and quickly installed...long, light- 
engths and simple assembly method 
apid, economical installation. 


yanic...made of asbestos and cement 
sed under great pressure. This pro- 
rmanence and strength...makes these 
mune to rust and rot. 


une to electrolysis... being entirely 





ic and non-metallic, Johns-Manville 
p Ducts are not affected by electrolysis 
nic action. 





bustible...won’t contribute to the 
bn of dangerous smoke, gases, or 
burnouts do occur, these inorganic 
ovide maximum protection to adja- | 


les and permit easy removal of dam- —_ 
ductor TRANSITE KORDUCT above—for installation in concrete 
; Thinner-walled but otherwise identical with Conduit 


plete details on J- -M Transite Ducts, TRANSITE CONDUIT—for exposed work and for use un 
Data Book DS-410, Johns-Manville derground without a concrete encasement. 
’ 
40th Street, New York, N.Y. 


¢ Manville 





Another “CLEVELAND” 
Characteristic-- | 


Because of their correct design ard 
superior Quality. Construction insur. 
ing ruggedness, strength, stamina and 
power “CLEVELANDS” can be. DE- 
PENDED:on to carry through on the 
toughest jobs, as demonstrated in the 
illustration at left. 


Page ss 


Because of their compactness, ‘absence 
of bulk and dead weight, their quick 
shift conveyor and full crawler mount- 
ing “‘CLEVELANDS” can be DEPENDED 
on to overcome quickly the many 
handi fered in digging 
Trench in congested areas. Note in 
illustration. at right how “CLEVE- 
LANDS” travel along the tree lawn 
and sidewalk without damage and 
how easily the conveyor can be posi- 
tioned to pass trees, poles or other 
obstacles. 








“CLEVELANDS” because of their large bei 
and wide range of’speeds, their ease of mobility 
(truck or trailer) and their unsurpassed maneuver- 
ability can be DEPENDED on to get fo the job and 
get the job done FASTER: 


“CLEVELANDS” are backed by a DEPENDABLE 
Parts Service, so important to all machinery users. 
CLEVELANDS awareness of this vital service is 
shown by its int of Hed. parts 
service under present war conditions, 

You can DEPEND on “CLEVELANDS” too, to 
maintain its leadership in the Trenching Machine 
Field in the post-war era. 





THE CL -EVELAND TRENC “HER COMPANY ne 1 
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LAIR AVE Rioneer of th N 7 OH 


EVELANDS’ Save More...Because ey Do More 
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